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CERTAIN PROBLEMS IN THE EMPIRICAL STUDY OF COSTS! 
I 


The current and growing interest in extending the application of em- 
al methods to the field of economic costs seems to the writer wholly 
lable. Only in this way can adequate tests be made of the generaliza- 

the theory of costs—that have been arrived at by more theoretical 
or only in this way can new generalizations of value be derived 
from the data. If, however, we mean by empiricism in economics 
luction of the data of economic life to measurable entities and then 
measurement of these entities and of their relations, certain problems 
tably arise and must be dealt with before the results can become mean- 
Those problems are due chiefly to the fact that the categories of 
unting, where the data are found, do not conform closely to those 
and that neither set can be made adequately to serve the purpose 
ientific analysis.? The following discussion is an attempt to present 
- of these problems for consideration, without undertaking to solve 
ind it deals with one specific sector only—that of problems which 
in studying the relation of costs to output in the “short run’ (7. é., 

pacity ). 

II 


first problem is the scientific delimitation of costs. That is a prob- 
classification, pure and simple. But classification of what? What is 
nature of a cost? Is it a concept; is it a calculation; or is it a kind of 
nt which occurs in economic life? I am inclined to think that a realistic 
ics (empirical) must deal only with objective events—acts and 


S NOTE—This paper was written at the request of the Director of Research 
| Bureau of Economic Research as a result of discussion of the Bureau's 
pirical cost studies. It is to be published shortly in the form of Director's 

1 study by Dr. Joel Dean, in the Bureau’s new series of Technical Papers 

mportance of the subject, it seems desirable to make the paper available to 

f readers. The author is the representative of the American Economic Asso- 
ard of directors of the Bureau. 

1 of national income, Kuznets, like his predecessors, was faced with 

There the data are made available in certain classifications. It was 

nstrue, to modify and to complete these classifications before the figures 

ictual economy. Then it was necessary to “reconcile” these classifications 

ry. His forthcoming work (National Income and Its Composition, 1918- 

t it is possible to bring comparative order out of such chaos, with most 

ts; but it is far from an easy task. 
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relations. If this is the nature of a cost, then, for the purpose of classifica. 
tion, a criterion must be agreed upon according to which there is to be 
selected from all economic events those which are to be classified as costs 
for the classification does not exist in nature. The criterion is a matter of 
choice—of scientific utility—and there is no “right” and “‘wrong’”’ about it 
But, once the class is defined, then scientific precision requires that al! 
events of that kind, without exception, must be included and all others 
excluded. At the border line that becomes a difficult, if not arbitrar, 
decision, as is true of all other scientific classifications. Nevertheless, away 
from the disputable border line cases, once the criterion is adopted, the 
question of inclusion or exclusion of individual events does become : 
question of “right” and “wrong” (in the sense of correct and incorrect) 
The first step, then, is to achieve a consensus of scientific opinion as to the 
nature of a cost? Then we come to the question of the boundaries to be set 
to the classification—its criterion. If they are events, are costs to be limited 
to those events which occur in connection with factors of production; if s 

exactly what are the factors of production which give rise to costs; when or 
under what conditions do they do so; if not so limited, what events or other 
entities besides such factors are to be included? The mere fact that these 
questions have been answered in a certain way by theoretical economics, or 
are naturally answered in a certain way under a particular institutional set- 
up or are conventionally answered in a certain way by business accounting 
proves nothing. For an empirical science an attack on this problem de no: 

is a prerequisite. 

If costs are to be limited to those events which occur in connection with 
factors of production, it is necessary at the start to establish a distinction 
between (1) the factors of production themselves, as the physical materials 
and activities, or the mental activities, from the wse (application) of which 
product actually results, (2) the human efforts and sacrifices which ar: 
involved not only in putting factors to use but often, as well, in mere!) 
making them available for use (real costs in the usual sense), and (3) the 
compensation in money or its equivalent which is paid in order to induce 
the making available or the putting to use of such factors, plus other insti- 
tutional charges (money costs). These three aspects of the process of pro 
duction—the technical, the real and the institutional (or accounting )— 
these several disparate sets of entities, must be sharply differentiated and 
treated separately, for they do not necessarily or usually conform to cach 
other either in scope, in magnitude or in timing. In the first aspect, we view 
the process of production at a purely technical level; the factors are agencies 
from which product results; when no product is resulting the factors at 
inactive—not producing.* Thus, if costs are to be delimited to occurrences 


*This is the aspect in which the “law of the proportioning of factors,” 
diminishing (etc.) returns, treats the process. It is also the aspect in which we spe 
“productivity.” 
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41] Certain Problems in the Empirical Study of Costs 475 
this level, they only arise when the factors are active—in other words, as the 
costs of specific current product. In the second aspect, efforts and sacrifices 
seem to be real costs when and as they are made. Therefore, in the case of 
slant and machinery, for instance,* since the efforts and sacrifices which 
-onstitute the costs may begin to be made long before the factors are used 
even when they never will be used, the costs are regarded as accumulating 
atil the factors occasioning them come to be used. Then they, too, become 
sts of specific current product; but since they cannot become actual costs 
f product unless product results, they must, if no product results, be treated 
as what we call losses (7.e., economic waste). In the third aspect costs, 
strictly speaking, arise (are incurred) under our institutional set-up only 
when a contractual or imposed liability becomes ‘‘fixed and absolutely 
wing.” As we shall see, this may never occur as to some factors; it may 
cur as to others before or after the factors are used or even without their 
ever being used; it may occur in other cases without the existence of a true 
factor at all; finally it may occur as to some factors because one sets up a 
purely nominal liability to oneself with regard to them, with or without 
reference to their use. It is true also of the third aspect that costs may have 
be accumulated for the reason that they cannot be treated as costs of 
product, until or unless product results, and that they must be converted into 
sses, if no product results. 
The discrepancies between these three aspects create the chief part of the 
roblem of delimitation of costs, if costs are confined to factors. They pre- 
ude the possibility of effective results if, in one place, cost studies treat the 
subject in terms of factors used, in another in terms of factors made avail- 
le, and in a third in terms of contractual and imposed liabilities.* They 
juire that we make up our minds in advance either to choose one aspect 
ind stick to that throughout, or that we combine all three of them, by a 
ess of “‘reconciliation’’ or adjustment of their discrepancies, into a 
ntific model which, being a combination of all, differs from each. If 
e choose to do the latter, the adjustments and reconciliations must be 
efined in detail. As has been suggested above, the discrepancies in timing 
etween these three aspects may be adjusted by accumulation when the factor 
not active. But that, of course, changes the magnitude as well.*® The other 


ven, under certain conditions, labor and materials made available but not 
> below). 
ample of the universal exigencies of scientific method, though in a totally 
tion (the definition of functional localization in the cerebral cortex), I 
wing from a leading scientist: “If these two terms do not embody precise 
employed conceptions, no hypotheses based upon them are likely to 


le, a machine in use one-third of the time is, in the first aspect, only a 
that part of the time. The rest of the time it is inactive and therefore not a 
But in the second, and frequently in the third, aspect it is a cost all 
ost, it must be accumulated during the two-thirds of the time it is idle. 

t must be applied during the time it is producing—the only time there is 


\ 
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discrepancies, scope and resulting magnitudes, are not to be adjusted so 


easily. 

Examination, first, of the possibility of using the third aspect—in effect 
the books of account—as the sole basis of classification, will not only dem- 
onstrate how inadequate it is, but will also serve to suggest some of the 
detailed discrepancies which, if the alternative of a combination were to be 
adopted, would require to be resolved. Starting with the initiation of a pro- 
ductive enterprise the first step is the financing of the plant and equipment 
To the extent that this is done with borrowed money (bonds and notes) or 
to the extent that the land, or the land and buildings, or even the machinery, 
is leased, a contractual cost is incurred which is usually a recurrent liabilit; 
without regard to the use of the factors and even if they are never used.’ On 
the other hand, to the extent that this is done by equity financing (capital 
and surplus) no contractual cost is incurred. Yet the factors are made ayail- 
able to the same extent by either means; the real cost involved is presumably 
the same; and when the plant is used there is no difference in the effect on 
product. Is this discrepancy to be corrected for at all? If so, should it be 
corrected for by imputing as a cost an amount equal to pure interest plus 
risk premium on the capital and surplus? Then what should that rate be’ 
On that basis the cost will be quasi-contractual and therefore regardless of 
use. Or should the actual net earnings on the equity (profit), if any, be 
treated as this cost? If there are no net earnings should such financing be 
regarded as costless? If these earnings are large, should only a part of them 
be treated as cost and the balance be regarded as “‘differential profit’? With- 
out imputation, since the cost must then be based on earnings in some 
respect, it will arise only if the plant and equipment are used and will 
probably be somewhat proportional to the extent of that use. 

Taxes are imposed liabilities and therefore money costs as to which 
strictly speaking, no factor is involved. Or, if you prefer to regard the 
services of government as a factor, it will at least be agreed that the taxes 
are not levied in proportion to such services rendered. They will either 
exceed or fall short of the active factors supplied. Are all taxes, nevertheless, 
costs? Corporation income and excess profits taxes are levied entirely on the 
net earnings (profits) and therefore on the equity only. Are they costs, if 1 
cost is imputed to the equity? If such cost is imputed, are these taxes addi- 
tional costs or only an abstraction from the imputed cost? Property taxes, 4 
costs, are, like interest on borrowed money or rent, payable regardless o! 


net 


use. On the other hand, income taxes, as costs, can only arise if there 1s net 


product of which it can be a cost. As a result the cost in the last two aspects 1s 
times that in the first. 

"When machinery is leased, the cost to the hirer sometimes takes the form 
royalty on output. On the strictly institutional basis (third aspect) that would de ¢ 
that it would be necessary to consider. 
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come to the equity and will therefore be somewhat proportionate to use 
int and equipment. Excise taxes, as costs, will be strictly proportionate 
e of plant—that is, to output. 

In America, depreciation on owned plant or equipment, like all other 
reserves, takes the form of a liability assumed to oneself. In France it fre- 
wuently takes the form of a contractual, though contingent, liability for the 
return of capital to the actionnaire. On the first basis replacements can be 
made without refinancing; on the second they cannot. If it is set up on the 

basis, depreciation is treated as a cost; if on the second, since it is only 
harge against profits, whether or not it is a cost depends on whether or 
profits are treated as a cost. In America, “straight line’ depreciation 
mes a cost without regard to use. Yet the intensity of use is an important 
ieterminant of the time for replacement. Certainly the operation of a plant 
a three shifts uses it up much faster than when it is operated on one shift. 
| correction be made to cover this, so that a part, at least, of this cost 
; proportionate to use? If so, what is to be done about depreciation included 
the rental or hire of plant and equipment which is usually a contractual 

vithout regard to use? 

In all these cases we note that the strictly contractual costs, and also those 

h are imposed or assumed, or which may be imputed, in fixed amounts 
of the existence of the plant, go on regardless of use. If we look 

eneath the institutional basis, most of them seem to rest on the fact that the 
ts involved are occasioned in making the factor or factors available 

ruse rather than merely in putting them to use. That suggests the possi- 
' adopting the second aspect—the real—as the sole basis of our 
How well will that serve; or what discrepancies does that show 

; to be combined with the others? It is clear, at once, that we would 


shy 


lying this criterion to equity financing unless we accepted imputed 
pon it regardless of use; nor could we apply it at all to corporation 

me taxes or to strict use depreciation, neither of which can occur when 
there is no use. Moreover adoption of that criterion would raise the question 
her labor and materials, available but unused (unemployed and 


bought) are not, under certain conditions, also costs. This point of view 
) labor, at least, was suggested years ago by J. M. Clark.® It is true that 
real costs of the plant are irrevocably incurred when it is made available. 
when idle, cannot be taken home by the creditors or owners, 

is consumers’ goods during idle hours, and then brought back to 

| the morning. But is that not sometimes true of labor as well? Short 
ployment usually ties up the whole of the worker's time. He cannot 
ther employment for the rest of his available time. And the local 

tve of labor which makes itself available always, and which is required 
‘high rates of operation but not required at low rate operation, comes 


f Overhead Costs. 
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rather close to being on the same basis as the portions of the plant which 
may remain idle except when things are going full blast. If we were to adopt 
the ‘‘real’’ criterion, the merely institutional fact that, at present, this loss 
falls on the worker while that of the machinery furnished by creditors fal}; 
upon the productive enterprise would be beside the mark. 

This possible criterion for the delimitation of costs encounters another 
difficulty as well. A certain part of the capacity of a plant may represent 
surplus capacity, in the sense that the rate of operations never, or almost 
never, rises to the point at which it is put to use. It may be “socially unneces- 
sary,” as the theorists say, or nearly so. The same may be true of local labor 
waiting for employment at a coal mine which will never again be operated 
Where is the line to be drawn between plant capacity which is needed, if 
only for peak loads, and that which represents economic waste? Where js 
the line to be drawn between economically needed local reserves of labor 
and obstinate immobility? 

From the foregoing it is evident that not much attention needs to be given 
to the questions that would arise if the first aspect—the technical one—were 
chosen as the sole criterion. Too much would have to be ignored to make 
that possible. Nevertheless, it will be equally evident that its relation to the 
other aspects, in connection with the second problem to be considered, has 
a vital bearing on the whole subject. 

If costs are not to be limited to factors of production in use, or availabl 
for use, for the production of specific product, at what boundary shall we 
set the limit? The question has already been raised with reference to some 
non-factor elements which are institutionally imposed upon the individual 
productive enterprise, such as those in the form of taxes in excess of the 
value of government services rendered. We might have included those in 
the form of “damages” for injury to others. But why stop there? Why not 
include all so-called social costs, all ‘‘disservices’” and ‘‘discommodities, 
even those whose incidence is upon other individuals or enterprises? If the 
latter, then the corporation without net income should be charged, upon our 
scientific books, for its share of those government services of which tt 
receives the benefit but for which it is hardly taxed at all, and the over: 
burden of the rest should be lightened. In addition, all ‘damages’ 
other producers, or to consumers, should be assessed and included in out 
estimates. Something like this ambitious program is called for if we are t 
test the validity of the more ingenious branches of the theory of costs. 

On the other hand, it may prove to be more conducive to effective eco 
nomic analysis to draw some line between those costs which may be defined 
as costs of production, because they are unalterably enforced by the environ 
ment and the available techniques—the factor-costs—and all other costs It 


* The incidence of ‘‘social costs” must, of course, ultimately rest upon some indivicu® 
or individuals. They cannot alight upon a Germanic superentity. 
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ioht be convenient to divide these other costs into two sub-classes. The 


t might be called “social charges’’ and would include all items not tech- 
ically essential to—not strictly causative of—production, but with which 
tis determined, nevertheless, to make production chargeable, either because 

ey institutionally are, or analytically should be, so charged. An example 

such a class is unemployment insurance.’® The second might include all 
hose costs which may be incident to (consequences of ) production and yet 
ot causative of, or necessary to, product and which are neither institution- 
ly nor analytically charged to production but fall elsewhere. Such are, for 
nstance, failing efforts to discover new natural resources, abortive experi- 
ents, etc. Personally I should regard all this sub-class as costs converted 
nto losses. For this reason they might be called ‘“‘social losses.’’!* Such a dis- 
crimination would make the empirical problem far more manageable; for to 
these non-productive costs there literally is no logical limit. The criterion 
lopted for them could then be independent of that for the true costs of 

luction. And they could be studied separately. 

Whatever criterion of costs—or of the three subdivisions of costs—is 
josen, after careful consideration of the scientific utility of the system of 
lassification, then, so long as that criterion remains scientific usage, all 

nts (or other entities) included in the definition must be treated as costs. 

w of no science whose fundamental classifications are ‘‘different for 
lifferent purposes” (see below). That kind of impressionistic methodology 
kes me as a-scientific. However tentative and subject to improvement the 
lassification may be, it remains, as long as it is in use, fixed and absolute 
dennition. 


Ill 


Che second problem which, it seems to me, has to be squarely faced before 
irical cost studies can be more than reproductions of current cost ac- 
ng methods, or reflections of the concepts of a somewhat unrealistic 
ty, is the problem of the allocation of costs. Having determined what 
(or other entities) are to be included under the rubric, costs, and 
ther these are limited to what I have called strict costs of production, or 


ot 


these “social costs” are relics of an English classical point of view, 
American theory but never indigenous here—the idea that the sustenance 
st of production. That is true only if labor is “an instrument of production.” 
foreign to the American atmosphere. Here the sustenance of labor, like that 
, iS an expenditure of income. It may take the form of a diversion (redistribu- 
income of others. But it is not a cost of production. 
| be noted that unemployment insurance abuts on and may be partly used for 
f labor held available for use which was mentioned above. Which part is a 
tion and which a “social charge”? 
s we should enlarge this category to cover the ground outlined by Pigou 
/ Welfare, II, chap. 9). Thus we would have in this category the algebraic 
mpeg services and of undischarged disservices, both ways, in so far 
on others, 
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are to include more or less of ‘‘social charges” and “‘social losses,” there 
remains to be determined precisely what specific batches of product are to be 
charged with these costs, or how these costs are to be distributed over the 
actual product. Again the fact that these questions are treated in a certain 
way in accounting practice or in the theory of costs is not sufficient to settle 
the procedure for scientific purposes. But, unlike the first problem, this one 
is not a matter of classification; nor is it subject to any arbitrary rule jn 
border-line cases. Instead, at least so far as strict costs of production are con. 
cerned, any scientific solution must rest upon an effort to determine in detail 
the actual facts of economic causation in the production process—what it is 
that produces—in terms of the relation between specific individual factors 
and specific batches of product—that is, the facts of the technical aspect 
already alluded to. For this purpose it seems to me that it is necessary tc 
recognize more clearly, as the basis for views about production, that the 
technological process, in its widest sense,’* is the medium through which 
product comes into being as the real consequence of its real causes. There 
is no product without sufficient cause. We have, then, to attribute it to its 
real causes. That attribution incidentally determines what items are to be 
included in its costs of production. Such a task is as difficult as is the 
explication of all other phenomena. Nevertheless it is a problem that exists 
in real terms only at the technical level. Its solution, or approximate solu- 
tion, at that level is final for economics. On that basis the particular costs 


of production of a particular batch of product must be accepted as technica! 
data. They cannot be assorted to taste; they cannot be ruled in or out on 
institutional grounds; they cannot be treated as relative to the points of view 
of various schools of thought. They are facts which are “given” and which 
can only be revealed by observation and inference. 


IV 


If, now, the most fundamental characteristic of this technical aspect of 
costs—the fact that factors are not producing when they are not actually in 
use—is to be envisaged in the empirical attack on costs, there will be te: 
quired, I think, a reéxamination of the notion of capacity, the various 
degrees to which it is used (rate of operation) and its potential limit 
(capacity, in the strict sense). And this for the reason that these categories 
have not been envisaged (in theory) in the technical aspect—"produc 
tivity’’— but rather in the real or the money cost aspects. Since this question 
lies at the root of the relation of costs to output in the short run, it will be 
appropriate to consider it briefly before taking up the general problem o! 
allocation of costs. The concept of capacity usually refers only to plant anc 

* That is, including every step to the point where consumption begins. Since this incluc 
the process of distributing the product, it is a somewhat larger category than the technics 
process of fabrication alone. 
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equipment (machinery), not to labor, materials, etc. That is, plant and 
equit ment are treated as the strategic factor in capacity. And this, pre- 
umably, because this factor usually has to be made available in advance— 
sometimes long in advance—whereas it is somewhat naively taken for 
cranted that other factors will be provided as wanted. Since capacity, then, 
relates chiefly to size of plant and size and number of machines, in terms of 
their output, it is primarily a physical, or technical, and not a financial, or 
accounting, magnitude. We do not speak of a plant with a million dollar 
:pacity, but of one with the capacity of a million units of product. Further- 
more, capacity and rate of operation both have to do with the production 
process in its technical aspect only. They are quantitative categories express- 
ing the potential (capacity) or actual (rate of operation) ase in production 
f a single factor—or, if you prefer, an unchanged complex of factors 
plant). It follows that neither is capable of being used, in its raw state, as 
1 magnitude in cost analysis. 

Having identified the actualities represented by these terms, we may look 
round us at existing (unchanged) physical plants (buildings and machin- 
ety). We see that most of these are capable of operating all the way between 
in absolute minimum (shut down) and some maximum (capacity), yet to 
lefined. As the rate of operation is increased from the minimum it may 
hange in any one, or any combination, of at least four dimensions: (1) the 
number of parallel production lines or duplicate machines actually in use; 
2) the number of days per week the plant is operated; (3) the number of 
rs per day it is operated; (4) the speed, within their possible limits, at 
which each machine is run. When any single machine is not operating, it is 
ile. So is the plant space which houses it. But all equipment requires to be 
it down for rehabilitation of one sort or another (cleaning, refilling, re- 
ring, headway between trains, etc.). This part of idle time may not repre- 
t the same ratio to operating time at different proportions of full time 
peration or even along the several different dimensions of increase. But for 
h machine, independently of each other, there is operating and repair 
, which are essential to production, and idle time (strictly) which is 
n-productive. When a machine (and its plant space) is strictly idle it is 

t a factor of production in use. 
As the rate of operations is increased along any of the first three dimen- 
sions mentioned above, the initiation of the process constitutes the applica- 
f idle labor (more men, more hours or more shifts) to idle machines 
and plant space). Plant is no more a factor in use when it is shut down at 
night than is the workman when he is asleep; nor when it is shut down 
veral days in the week; nor when a “segment” of it is not needed for 
current rate of operation. Although, when the increase is along the 
third dimension above, the addition of a second or a third shift of labor 
orings in different men, whereas the operations are on the same machines, 
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the actual use of the machines remains exactly proportionate to the actual 
use of labor, just as it does in the first or second cases. For instance: 

1 Shift Men working 8 hours Machines operating 1/; time—idle 2/ time 
2 Shifts Men working 16 hours Machines operating 24 time—idle 1, time 


3 Shifts Men working 24 hours Machines operating full time—idle 0 time 


There is not inherent in these ways of increasing the rate of operations 
any change in the proportioning of factors used. That is true also of the 
fourth dimension, speed-up. Then the time of use of neither machines nor 
men is changed. Therefore, in all cases, the ratio of man-hours to machine 
hours may remain the same. Generally speaking, I believe it will be found 
that, in modern industry, once the plant is built and equipped, its techniques 
are fixed and thereafter, without change in plant, there is no inherent 
change in the proportion between the labor and the machinery actually used 
True, techniques of different scale (and therefore different proportioning) 
may exist in the same plant to care for orders of different size (e.g., job and 
rotary presses); or a part of the plant may still retain an obsolete technique 
(and therefore different proportioning) to care for occasional surplus 
demand (e.g., beehive and by-product coke ovens). But no general chang: 
of proportioning with increased rate of operation can be deduced from 
exceptional and varying conditions such as these. It appears likely, that, in 
modern technology, any law of proportioning of factors or its underlying 
law of diminishing productivity ceases to operate once the plant is built and 
equipped. Thereafter the general case seems to be that rate of operation 
determines the quantity of a uniform compound of factors which is actually 
used, and the absolute limit of capacity is reached when all of the strategic 
factor (plant and machinery) is operated at maximum speed and none is 
strictly idle for any of the 168 hours in a week."* 

While casual observation suggests that this view of rate of operation and 
of capacity covers a good deal of the ground,’* only wide-ranging empirical 
studies of the way factors are actually combined in use and full exploration 
of the possibility that there are other dimensions in which rate of opera: 
tions can increase will adequately determine the actual technical facts. Casual 
observation is not scientific evidence. It merely suggests a lead to follow up 
Nevertheless, it does warrant the suspicion that, in dealing with these 
entities, the theory of costs has been fundamentally defective. 


V 
To resume consideration of the second problem, that of allocation oi 


** That is, no other than casual or fortuitous changes. 

“ This definition of capacity contains the implication that the rate of operation © 
reaches capacity anywhere. That is a fact, but it is hardly recognized in theory, particulat! 
in the theories of competition. The shorter the period taken, the more often would capacit) 
be reached ; the longer, the less often. 

“Certain exceptions will be noted later. 
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sts, we may note first that, however difficult an adequate scientific attack on 
sroblem of allocation may prove, there is one point with reference to 
hich is perfectly clear and free from quandary. No costs, however de- 
ted, can be allocated at all—can become costs of product, as we put it 
unless there is product to which to allocate them.’* That has two 
orollaries. The first is that any costs which do not lead to product must be 
harged off as Josses (economic waste). The second is this: If it is decided 
include in the class, costs, any which run regardless of use of the factor— 
, reason solely of making it available—then, during the time these factors 
t in use, the costs must be accumulated as long as there is a justifiable 
tation that the factors will lead to product, and they must be charged 
e product when there is product. There is, of course, no other way to 
locate them. But, if there is no such expectation or if the expectation 
eventually proves false, then the original and the accumulated costs, if any, 
must also be charged off as losses (economic waste) .? Thus, immediately 
r ultimately, the destination of costs which are not allocated is into the 
tegory of losses. It seems to me that this is an issue upon which economic 
theory, or at least the theory of costs, has reneged. 

Among the contractual and imposed costs to which business accounting 
ited itself, it distinguishes those which are incurred for general 
on (which it supposes are only to be allocated to specific product upon 
re or less rational but arbitrary plan) and those which are incurred 
for specific batches of product. On the other hand, economic theory 
eory) has generally used the purely mathematical distinction be- 
fixed and variable costs—between those which are unaffected by 
hanges in the rate of operation within a fixed capacity and those that vary 
rectly with that rate. These two pairs of classifications do not fully con- 
rm to each other. Most overhead accounts are only in part fixed and 
in to a greater or less extent a variable element. However, the mathe- 
al distinction seems to conform more closely than the accounting one 
irs between costs, however delimited, which run regardless of use of 
ors—or in so far as they do so—and costs which arise only as and 
n the factors are used. If it is decided to include within the delimitation 
ny which run regardless of use of the factors, these seem necessarily 
ng to that extent in the category of fixed costs. As a result, it would 
from our corollary that, when there is no product (plant shut down), 
1 costs must be accumulated. If they are ever to become costs of 
obverse of the technical axiom given at the beginning of the previous 
t factors of production are not producing when they are not actually in use 
they end up in the company of the aforementioned “social losses.” Or, if it 
include these “social losses’ among the costs, they would then have to be 
finite product. If that process did not make the money value of the costs 
, then these “social losses’’ would be covered. If it did exceed the price, 

ld go over into the loss category in the way described below. 
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product, they can only become so when and if there is product. When the 
plant opens up, we have seen that its rate of operation may increase along 
any one, or any combination, of at least four different dimensions. As the 
rate is stepped up, increments of output are added, per period. The ques. 
tion then arises whether these fixed costs—those accumulated from the pas 
and those current for the period—should become costs of product for the 
whole output at each stage in the increasing rate of operation or only for 
certain of the increments. In other words, it appears that their classification 
as fixed costs does not automatically determine their allocation. 

The theory of costs has dealt with this question, though from a somewhat 
different angle. Taking as the marginal costs of an increment of output only 
the so-called variable costs—that is, those which are only incurred as the 
factors are used (including, of course, increases of overhead )—which the 
increased rate of operation necessitates, it has treated these as if they con- 
stituted the whole cost of the increment. Now, by definition, it is necessarily 
true that the marginal (or incremental) cost of each increment is the whole 
extra cost involved. But is it the whole cost? If so, is the marginal cost the 
whole cost of each increment starting from zero output? Then fixed costs 
could never become costs of product. If not, then at what point, working 
backward in the stripping off of successive increments, is one (or more) of 
the earlier ones to be found as to which fixed costs become part of the cost 
of product? Shall this or these bear the entire fixed costs? What if they fail 
to cover them? Or, on the other hand, are marginal costs to be considered 
the whole cost only of those increments beyond that rate of operation at 
which fixed costs have been fully covered? If so, that rate of operation can 
only be determined after it is decided what costs are to be treated as running 
regardless of use—that is, after the question of delimiting costs has been 
settled. In the extreme case in which all earnings on capital might be treated 
as costs, such a rate of operation would have to be at capacity. I have never 
seen these several questions examined. But, until the logical contradictions 
they point to are resolved, this theoretical treatment of fixed costs seems to 
reduce itself to an absurdity. Furthermore, the whole point of view is incom: 
patible with the fundamental technical facts of economic causation. If eco- 
nomic factors are used, they cannot be treated as if they were unused—as if 
they resuited in no product. They contribute toward product and are there 
fore costs. Recognizing the facts of economic causation, if we are to limit 
the application of fixed costs to any particular early increments of produc 
or to those of which the difference between total extra cost and total price 
is sufficient to cover the fixed costs, the rule resolves itself into this: For anj 
given rate of operation less than capacity, the cost of providing that part, or 
time, of the plant, etc., which is not then needed #s to be charged against 
the product upon which it is mot used; and, conversely, it 7s not to & 
charged against the product upon which it 7s used, when and if an increas 
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e of operation requires it. Finally, if under this method of allocation 
‘ved costs are not covered, a loss results. But, since scientific allocation must 
secognize the contribution of all factors actually used, there is no reason 
vhatever to concentrate this loss upon the fixed costs. Rather the loss con- 
of a proportionate part of all the constituent categories of cost which 
properly allocable; for all such costs are costs of product whether or 

the price of the product covers the aggregate of them. 


tc tne 
A modification of this viewpoint of cost theory sometimes crops up in a 
“different costs for different pur- 
* The implication is that the allocation of costs of production is not 
r of fact but a matter of discretion. But, though this leads to certain 
es and aberrations in allocation, it has really no bearing upon our 
It is chiefly loose language or loose thinking; for what is meant is 
ler various contingencies which may arise in connection with the 
f production, decisions by those responsible may be made without 
ount of all costs or even with references to one or two categories 
does not alter the facts of costs. It does not make the items 
| or forgotten any the less costs. It is merely a way of concentrating 
n on the strategic factor in the case. If I have a machine which 1s 
strably responsible for an abnormal quantity of rejects, the only costs 
re are the rejects per period against the costs of a new machine per 
n doing so I do not eliminate or even disregard all other costs. I 
imit the number of those to be considered with reference to— 
ey may be changed by—that particular decision.’® 

J. M. Clark has been quoted at me in the discussion of the first draft of 
here the heading of the ninth chapter of his Overhead Costs. But what 
in that chapter, particularly on pp. 175-176, seems to be approximately 
ng. He has his “total economic cost.” If his chapter heading had read, 
rted and partial aggregates of costs to be considered for the purpose of 
ns,” it would have better represented what he seems to be driving at. 
been more precise, but it would also have been precious. Therefore we can 

his phraseology. 
xamples are of much wider scope and include ex ante with ex post more 
loes mine. Of his, some (1, 2 and 3) are decisions as to what costs to 
(6 and 7) as to what costs to discontinue; some (3, again, and 9) as to 
ly incurred are to be charged off as losses; and some (5 and 8, and 6 and 7 
hat costs are to be accumulated with the possibility (as always with 
) that they may ultimately have to be charged off as losses. His number 4 


which concerns delimitation of costs. But that is for all purposes, not 


lecision between two alternatives (say, shutting down vs. running) the 
There are occasions in economic life, as indicated below, when only the 
be considered. The concept of opportunity cost has treated these occasions 
niversal; it has led, in effect, to the consideration of that difference only. 
iled out all costs common to both alternatives. But this makes a general 
exception; and it assumes a free supply of economic energy of which only 
the application is supposed to be of concern to economics. In algebra one 
nents which appear identically on the two sides of an equation. But one 
equation without them, nor deny that they are elements. The notion that 


n 
na 
> 
t 


186 C. Reinold Noyes [ September 


As a matter of fact marginal, or variable, costs constitute a particular 
assorted and partial aggregate of costs which may, upon certain occasions 
be the only costs to be considered in arriving at a particular decision, Such 
occasions constitute, therefore, special cases of the foregoing. So far as | 
have observed, marginal costs may constitute the strategic factor to bank 
rupts, in process of being discharged from fixed costs; to “entrepreneurs, 
owning their own plant, who have given up all idea of recovery on their 
investment and who therefore disregard fixed costs;?° to the management 
if they want to know how much they can earn to apply upon uncovered 
fixed costs, or as increased profit, by incurring a little extra (marginal) 
cost;** or to economists afflicted with diagrammitis.** But since marginal cos 
represents the whole cost only when the non-earning investment is, or is 
treated as, lost (no longer “socially necessary’ ), it is of little general interest 
either to empirical or to theoretical economics. 


Vi 


It would appear that, if fixed costs, accumulated and current, are ever t 
become costs of product, and are never to be treated as not costs of the prod: 
uct upon which the corresponding factors are actually used, they mus 
either be averaged over all product, whatever the rate of operation, or some 
more refined method of allocation must be devised by which those arising 
from each specific part or time of the plant are applied only to the specific 


lots of product upon which that part or time is actually used. Adoption of 
the first method, which is used almost universally in business accounting 
would result in the usual so-called ayerage-cost method of allocation. That 
then, would be the only cost per unit to be considered or determined. At 
least in those cases in which fixed costs are a large part of total costs, 


there is a difference between “‘short-run” and “long-run” costs, in any other sense t 
that the quantities of factors actually used may vary with the rate of operation, and wi! 
different techniques (capacity), seems to me almost as bad scientific thinking. A tr 

of production, when it occurs, is an absolute and inescapable fact which economics 
not gloze over. 

* On the basis of this special institutional set-up, which was common at | 
Marshall (and his school) established a generalization which never applied to reality as 
whole and now hardly applies at all. 

* Probably the commonest form of pressure to increase production arises from the n 
to do so in order to cover contractual costs. Then only the difference between pr 
extra costs is considered. In other words there is no incentive to increased product 
if it is foreseen that only extra costs will be covered. 

* Diagrammitis is a neurosis which causes the patient to suffer illusions as t 
meaning of diagrams. In this case the representation of the average and marginal © 
curves is on a plane which is a cross section of time. The illusion consists in rega 
the representation as historical, or as also historical, which it is not. All the costs cont 
within (subtended by) any part of the average curve are recurrent (continuous) costs 
that rate of operation. If tomorrow one is to increase the rate, and thereby che are 
tended, that does not mean that the recurrent (continuous) fixed costs of tomorroy 
already been covered by the output of yesterday. 
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it would then probably always decline as rate of operation was in- 
reased up to capacity. 

A possible alternative and more refined method is available and has been 
.dopted in part by the public utility companies. This, too, was mentioned 
yy J. M. Clark. It is based on the facts as to increasing rate of operation 

hin the limit of capacity that were discussed earlier in this paper. The 

works out is more easily demonstrated when the increased rate of 

n is accomplished along the first of the four dimensions men- 
namely, duplicate lines of production or machines. Under this 

| the plant is divided into successive “segments” depending on the 

rate of operation that is necessary to bring each into use. The whole of the 
fxed cost arising from each ‘‘segment”’ over a year, or even a cycle, 1 
n spread over its own output only, during the year or cycle. Thus in 

ily, seasonal, and cyclical fluctuations of output the fixed costs of 
egments’’ of the plant which are used always, even at the minimum 

' operation, are distributed over the largest output; those of the 

nts’ used less often over less output; those of the “‘segments’’ used 

he peaks are concentrated on a small occasional output; and the 
ny “‘segment’’ never used cannot become costs of production at 
last automaticcily become losses. As a result, each of these ‘‘seg- 
of the total capacity, which is only added in turn as the rate of 
is increased, necessarily shows a higher fixed cost per unit of 


luct than its predecessor. And this because, during the day or year or 
fixed cost is spread over a smaller output. Such a method of 

would work out in the opposite way from the average cost 

Mstead of a declining element of fixed cost per unit, as output 
creases, which the average curve inevitably shows, this method of allo- 


id show a rising element of fixed cost per unit from increment 
rement, probably curving upward very steeply as capacity is neared. 
method would probably require an imputation of fixed cost to 
whole plant and equipment regardless of how it was financed. To treat 
segment’ as giving rise partly to fixed (contractual) and partly 
ble (if earned) cost would be too complicated; and to treat the 
| “segments” as giving rise to fixed and the less used ones to 
sts would be an unjustifiable discrimination. One cannot identify 
general financing with particular portions of the plant and 

nt financed. Since this method would be applied, at least in part, 
hich are contractual or imputed liabilities whether the factors 

t not, but would not treat them as costs of product until or un- 
tors were used, the costs of most “segments” would have to be 
some of them over a long period. As such, while actually 

y would be treated as variable costs in their allocation. So far as 

n was conc--ned there might be no fixed costs. Even those which 
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run regardless of use and have to be accumulated would be regarded a 
what they really are, the costs of making available, at all times, factor; 
which are only needed for the higher rates of operation. This is the justi. 
fication of the method that the several successive “segments” composing 
the whole capacity are only put to use—and therefore the costs of each 
only become costs of product—when the rate of operation includes each 
one 1n turn. 

It is a little more difficult to make clear how this method would work 
in cases of changes of rate of operation along either of the time dimensions 
only. In practice, it is perhaps inapplicable in such cases. But for Purposes 
of scientific analysis it might be useful there as well. When a plant Operates 
only one shift a day, then two-thirds of its costs which run regardless of 
use would be accumulated. If the rate of operation were stepped up to tw 
shifts, then one-half the then accumulated fixed costs plus one-third 
the current fixed costs would be charged to the product of the second shift 
A third shift would be similar and would bear the balance of the accumv- 
lated, plus one-third of the current, fixed costs. The same system cou! 
be applied as the rate of operations increased in number of days a week 
The point that is confusing here is the difficulty of conceiving the analogu: 
of ‘‘segmentation” along the time dimensions. When the rate of operation 
is low, the surplus capacity may be left wholly unused. That takes the form 
of ‘‘segmentation.”” But when the changes take place only along the time 
dimensions, the result of low operation may be that the whole plant i: 
used for a smaller part of the time. In the first case, during reduced opera: 
tions, some of the plant is idle all of the time—the idleness being concen: 
trated. In the second case, during reduced operations, all of the plant is 
idle part of the time—-the idleness being distributed throughout. The ex 
istence of surplus capacity is obvious to the naked eye in the first cas: 
and its costs are readily isolated from the rest. The existence of surplus 
capacity is not so obvious in the second case, and its costs can only k 
calculated. Nevertheless, so far as rate of operation in proportion to capacit) 
is concerned, the two are exactly analogous. It is precisely as justifiable, i 
the usual situation, to allocate the accumulated costs of the unused time 
of the whole plant to that increment of output only which appears when 
the rate of operations requires full time operation, as it is to do so with 
‘‘segment’’ which is not used at all except when the rate of operations 4p 
proaches capacity. In fact, normally unneeded capacity along the time dimen: 
sions has no more warrant than that in the space dimension (‘segment 
tion’), unless there are actual outputs the increments of which will entirely 
support the costs of making it available. | 

There are at least two situations in which the application of this methos 
would be impossible or incorrect. Examination of them also permits ! 
qualification of my rough generalization in regard to capacity and rate 


re 
| na 
that t] 


Certain Problems in the Empirical Study of Costs 489 


tion—a qualification postponed to this point in order to kill two birds 
ne stone. But neither exception covers as wide a range as might at 
ppear. The first exception is this: In a few types of production certain 
the conglomerate of factors required have to be provided in a fixed 
uantity regardless of the scale of output. Such, for instance, is the right 
way and the single track of a railroad. That is not true, however, of any 
other major items of a railroad’s plant. The number of other tracks, 
size of yards, the size of stations, the amount and size of equipment 
letermined by the capacity desired. Nor are there many other ex- 
of the fixed quantity type. The length of a hydro-electric dam is 
but not its height or its flowage rights or the number and size of 
bines. The second exception is this: In numerous instances plant and 
pment must always remain idle a part of the time, not because they 
ent true excess capacity at a particular rate of operation, but because 
it certain times of the day, or of the week, or of the year there is no demand 
for the product and the product cannot be stored. This is true chiefly of 
rvice industries—tetail stores, theatres, restaurants, hotels, skating rinks, 
etc. To a certain degree strictly specialized seasonal labor (e.g., 
ball professionals) comes in this category. Since by reason of their 
ture these factors have to be provided all of the time but by reason of 
ture of the product they can only be used part of the time, the costs 
ne must be accumulated and allocated to the product produced 
ise. Strictly speaking there is excess capacity here, too. But it is 
sable. Therefore, it is an inescapable burden upon intermittent demand. 
[ am not necessarily recommending this method of allocating fixed costs, 
merely using it to demonstrate that there is more than one possible 
nd plausible way of doing so—among which this way, at least, treats 
s variable (or marginal). At any rate it appears that before one 
pts to measure the relation of costs to output in the “‘short run,” one 
t settle the question of the allocation of fixed costs. The assumptions 
hat they do not exist, or that they have somehow already been cov- 
' that they represent a total or partial loss, are neither safe nor 
bases from which to start empirical analysis. In many cases, whether 
finds declining or rising unit cost, as the rate of operations is increased, 
| entirely on how this question is settled; for, in modern indus- 
fixed costs, if admitted, constitute so large an element of costs 
their allocation one or the other way would blot out the effect of any 
osts which are incurred only as factors are used—variable or 

sts, in the usual sense. 
sary to note, however, that the problem of allocation is not 
hat of fixed costs. It extends as far as one makes it extend by the 
to the delimitation of costs. Once admitted to that classification 
be ignored. If one follows the technical criterion, either a cost 
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is allocated to product of which it seems to be a contributing cause, or jt 
is charged off as a loss because it has not contributed to product—and this 
regardless of whether industrial managers have included or excluded jt 
That might suffice as a basis for the allocation of costs of production, 
strictly speaking. But it would not suffice for what we have called “socia) 
charges” and ‘‘social losses.” There the problem is not one of causation; 
for “social charges’ are arbitrarily imposed and consist, by definition, of 
the portion of such imposed costs which does not correspond to factors of 
production and therefore is not causative of product. And “social losses” 
are, also by definition, consequences, not causes, of production. They ar 
incidents—deductions from the value of product by reason of ‘‘disservices 
and ‘‘discommodities’’—and they fall elsewhere.** The question as to which 
specific batches of product should be chargeable with the individual cost 
in these categories is a most complex one. Nevertheless if they are included 
in the class, costs, this question is, at the same time, included in the 
problem. 


Vil 


The study of the behavior of costs which are conceived to run only a 
the factors are used—the marginal or variable costs, in the usual sense— 
is also of interest for itself. In numerous instances they still represent the 
preponderant element. It would be worth while to determine whether, and 


if so when, there is any change in the proportioning of factors with in 
creasing rate of operation within a given capacity. But this could only b 
discovered by studies of operation in terms of quantities of factors used 
per unit of product, not in terms of money costs, even deflated ones. I 
would also be worth while to determine, also in terms of quantities o! 
factors used per unit of product, whether, for any other reason, there ! 
anything in such a supposition as Mrs. Robinson’s: “‘that in the short 
period marginal costs begin to rise at a fairly low level of output, as a result 
of the limitation [s/c] of plant and organization, and in any case ther 
must always be some level of output at which they begin to rise.’’** Finallj 
it would be worth while to learn, by comparing money costs with quantitics 
of factors used as the rate of operation is increased, whether and why thi 
ratio increases or decreases. It might be found that such changes, if thei 
occur, occur differently according as the rate of operation is increased along 
one or another of the dimensions described. Perhaps such changes woul 
all be found to depend on special conditions or circumstances and to b 
subject to no generalization. When reducing operations one plant may t 
tain men according to seniority while another retains the most efficient 


* But where is often the question. Is a “bad debt” a cost or a loss? If it is 4 
of what product is it a cost? 
* Economics of Imperfect Competition, p. 50. 
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Thus when the first increases operations it may reémploy more efficient 
workers, while the second employs less efficient. If a small increase of rate 
perations is wanted, overtime pay may be required, while a larger 
se may justify a night shift at regular (lower) pay. On the other hand, 
ney costs of night shifts may be higher on account of increased light 
‘tas well as from lower efficiency caused by dislike of night work. 
: labor, least often employed, is probably the least efficient. Yet it 
ally the source of supply for labor when the rate of operation is 
tepped up to its higher ranges. Fear of the loss of jobs may increase eff- 
an active demand for labor may decrease it. For this and other 
sons the pattern may be different in the several different phases of the 
ycle.?° Speeding up of operations, or the carelessness of prosperity, 
rease the wastage of material; but full operation may make possible 
re economical use. And so on. 

However, if those costs which are institutionally incurred only as the 
r is used are to be studied by themselves, all of them must be included, 
r the study is in terms of factors used or in terms of money. If 
n capital stock and surplus are not imputed as a fixed cost, then 
t be included on some basis as a variable one. Variable taxes (in- 
| excise) and variable depreciation (if any) must appear. Account 
taken of the increased working capital required to carry larger 
s and accounts receivable when output increases. This may be 
by short-term borrowed money and therefore form a contractual, 
t a fixed, cost. Increased inventory requires increased insurance. 
/perations require more heat, light, and power. Perhaps the over- 
ries include contractual bonuses for larger sales and output. Per- 

th increased output, more salaried employees are required. 
ploration of all these variations is well worth while, and it is 
1 the possibilities that there might be disclosed thereby regu- 
the behavior of this portion of costs which neither the practicers 
preachers have suspected. But the subject cannot be explored by 
gross costs taken from the books of account; for these do not 
h between (1) higher or lower prices of factors (incapable of 
lated); (2) differences in efficiency of factors not due to change 
t operation; and (3) differences, if any, in quantity (or efficiency) 
tors used which are regularly associated with changes in rate of 
And only the last are of interest in this connection. Furthermore, 
money costs may conceal more variations (rising or falling ele- 
than they expose. Variations in one direction at the price of factor 
itset variations in the opposite direction at the quantity of 
ctc. Only intensive field work with a most refined technique 


lical regularities of this kind were suggested in W. C. Mitchell's earlier 
s cycles (1913). 
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of measurement is likely to yield results of sufficient solidity to establish 
new or amend old generalizations as to the relation of this particular, an 
sometimes minor, type of costs to output. 


In these remarks it is far from my purpose to discourage efforts ¢ 
establish by empirical studies truly scientific generalizations as to the rel: 
tions of costs to output, or, for that matter, as to the other relations of 
costs—to prices, to technique, and to the available natural resources, (0p 
the contrary, I consider this subject of costs to be one of the most, if not 
the most, potentially fruitful field that offers itself to real economic tiller 
of the soil. My only object is to call attention to the arduous job of clearing 
draining, ploughing, harrowing, and sowing that must be done before it 
is going to be worth while to bring out the reaper. 

C. REINOLD Noyss 
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WERNER SOMBART AND THE USES OF TRANSCENDENTALISM 
I 


I: is most unfortunate that toward the end of his days Werner Sombart, 
listinguished social scientist who recently died at the age of 78, left 

; chosen life work of interpreting modern capitalism to write a volume in 
iefense of National Socialism. We refer to his Deutscher Sozialismus, 
oublished about a year and a half after Hitler’s advent to power and made 
wailable to the English-reading public several years later under the innocent 
e A New Social Philosophy.? There is some danger that in the heat of 
nflict with German fascism, a conflict which will endure for some 
whatever precise form it may take, Sombart’s notable contributions 
bscured and repudiated. Particularly will this be so if we assume 

n a spirit of moral abnegation he surrendered to the newly risen 

n his country. 

ot the primary purpose of this paper to investigate the subjective 
behind his apparent surrender to fascism. It is necessary, never- 
to examine briefly the hypothesis that Sombart ‘‘sold out,” partly 
unjust stigma may be attached to an important figure, but more 
larly in order to justify our examination of his work as a social 
With respect to the latter, it is clear that the work of a man lack- 
irage and integrity contains no significant continuity, except the 
of opportunism; and that is hardly the premise for interesting 
ns, unless it be the repudiation of opportunism. 

; my belief that Sombart did not so much surrender to National 
as espouse it. This judgment is premised upon the following 
ns: (1) the courage and independence manifested by Sombart 

i large part of his career; (2) his allegiance to certain vital aspects 
his plan of a National Socialist constitution of society for a number of 
rs prior to Hitler’s advent to power; (3) certain fundamental social out- 

nd qualities of temperament which characterized the man through- 


ra period of at least two decades Sombart avowed himself a Marxian, 
e of obviously great hindrance to his academic advancement. De- 
pectacular success as a lecturer and notable scholarly achievements, 
s confined for fifteen years to the lowest professorial rank at the 

il university of Breslau. In 1905, several years after the appear- 

he first edition of Der Moderne Kapitalismus, he was called to a 
tessorship in Berlin, not to the University of Berlin, but to the College 
tce (Handelshochschule). It was in Der Proletarische Sozialis- 
published in 1924, that his first violent attack on Marx and Marxism 


niv. Press, 1937. 


lish 
rela- 
Is of 
On 
not 
illers 
ring 
re it 


494 Leo Rogin [ Septembe 


appeared. While the nature of his criticism of Marx was not necessarily 
offensive to the revisionist outlook of the German socialists who headed 
the government shortly prior to the publication of the volume, it is no 
reasonable to assume that he was motivated by self-interest. 

Moreover, the last volume left by Sombart, an anthropological and x 
ciological treatise, Vom Menschen, published in 1938, is devoid of the 
mystical nonsense which abounds in fascist writings on the subjects of 
nation, people and race. His only reference to fascism in this volume inter 
prets it as a manifestation of late capitalism. In this period, says Sombart 
the governments, with the exception of Russia, are oriented to the interests 
of the lower middle class, as distinguished from the epoch of Hochkapitaliy 
mus when the state tended to serve the interests of the large capitalists 
This hardly indicates an attitude of servility to the nazi regime. 

Sombart’s slim little work Weltanschauung, Science and Economy, pub 
lished the same year as his Vom Menschen, is in the main a digest of his 
methodological position with respect to the social sciences in general and 
economics in particular, which had been worked out “systematically and 
in detail” in his Dres Nationalékonomien,’ published in 1930. Although 
it emphasizes sharply, in a manner characteristic of his more recent develop- 
ment, the antithesis between the liberal and the anti-liberal W eltanschauun 
it is devoid of the chauvinism which occurs all too frequently in his New 
Social Philosophy. 

In regard to the latter work, it may be urged that it has no significant 
continuity with his earlier writings, notably his monumental Der Modern: 
Kapitalismus, since it merely reflects the aberrations of an accentuated m- 
tionalism provoked by the career of Germany since the advent of the firs 
World War. While this thesis is not acceptable in its entirety, there is o 
doubt that the events since 1914 impressed themselves most unfortunately 
on Sombart. The year 1915 witnessed the appearance of his Handler wm 
Helden, with the British and the Germans in rdles of traders and heroes 
respectively. His emotional outburst nine years later, in his paper on the 
“Class War’’ before the meetings of the Verein fiir Sozialpolitik, indicates 
that he was already ripe ior the plucking by a Fiihrer. We shall quote bu 
a few lines: “The spirit of our great dead hovers about us. . . . I seen 
other way out than faith in God. . . . Strong personalities must develop 
this faith and imprint it in the nursery.” It is no wonder, therefore, thit 
ten years later, in his New Social Philosophy, he exclaims, “Right or wrong 
—my country!”” What is of more interest as indicative of the emotion# 


*Vom Menschen, p. 186. 
* Weltanschauung, Wissenschaft und Wirtschaft. From a testimonial volume | 
of the sixtieth birthday of Hjalmar Schacht. English translation, New York, Veritas Pre 
1939 
* The present writer took Sombart’s methodology much too seriously in a review 4 
of this volume, “Werner Sombart and the Natural Science Method in Economics 


Pol. Econ., April, 1933. 
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mplexion of his attitude is that he adds, ““Even—and just because—that 
atry is hated, despised and trampled upon by the whole world.”’* Earlier 
same volume he observes that Germany, “surrounded by enemies,”’ 

sessed of ‘‘boundaries—the worst possible.’’? 
s very likely that patriotic sentiments and practical nationalistic con- 
jderations constitute the real reasons behind Sombart’s nazi political theory 
as distinguished from the good reasons based on metaphysical postulates. 
§ This fascist political theory, with its unqualified acceptance and glorifica- 
a of the Fuhrer principle, is the distinctly novel element in the Sombart 
f the New Social Philosophy. In Sombart’s attitude from the very first, 


ting 


however, there were aspects in the realm of sentiment and social values 
hich, under the pressure of grave historical events, received a most un- 
inate consummation. What is of more interest for the purpose of the 
resent paper is that, throughout his career as a social scientist, he operated 
th certain methodological postulates which later helped to implement 
acy of the contemporary fashion in political absolutism, as well as 
his brutal negation of the whole epoch of modern Western culture. To be 
sure, Sombart’s social outlook, as well as his method of approach to social 
mena, underwent considerable change and development throughout 
long and active career. There were, nevertheless, certain abiding ele- 
both. Let us proceed first to a brief investigation of Sombart, the 

s distinguished from Sombart, the social scientist. 


II 


The title of the work in which Sombart for the first time cast scientific 
liscretion to the winds and embarked upon a political polemic of a highly 
juestionable character is symptomatic of a dichotomy which from the very 
first invested his outlook upon personality and society. We refer to his 

indler und Helden. There is no doubt, moreover, as to the rdle in which 

ibart cast himself. ‘“His writing,” says a former student of his, is the 

vork of a scholar’’ whose nature “‘is a seignorial one.”’* Sombart employs 

term se/gnorial as synonymous with heroic and aristocratic. The polar 

hero and trader, occur with particular frequence in his Ouintes- 

Capitalism, published in 1913. His preference between the two 

learly indicated in the following from that volume: “It has been 

that the whole of modern civilization is marked by this self- 

jealousy, which . . . Nietzsche made responsible for the substi- 

t aristocratic values by that of crowd morality. . . .”” Sombart ob- 

deplores “the raising of lower middle-class principles born . . . of 

sity, into. . . ideals of life. . . . Middle-class men . . . taught the 

u§ cial Philosophy, p. 215. Sombart’s Foreword closes, “ ‘All for our country.’ ” 

in Translator’s Introduction to the Quintessence of Capitalism, p. 9. The 
Book I of this volume. 
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wickedness of the seignorial life, though deep down in their hearts the 
admired and desired it. . . . Every respectable citizen . . . proclaims that the 
grapes are sour.”’® Elsewhere in the same voiume, he says, “the aristocratic 
and the middle-class natures . . . stand facing each other in all human life 
... The first class regard only those activities as worthy and noble which 
permit a man to become noble and worthy, which cultivate his personalit; 
the second values all activities alike, provided they contribute to the genera| 
good, provided, that is, they are useful. . . . The first are artists (not neces. 
sarily by profession). . . . The first are silk, the second wool. . . .” 

Sombart’s preference for the leaders of the syndicalist movement 
compared with the bureaucrats of the German socialist and trade union 
movement is also revealing in the foregoing connection. The former, bx 
states in the 1908 edition of his Socialism and the Social Movement, ar 
possessed of “minds of the nicest perception.’ They “have something oj 
the artistic temperament, and consequently look disdainfully on what has 
been called philistinism, on business, on middle-class ideals . . . they are 
... the fine silk as compared with the plain wool.”™ It will be noted that 
the analogy of “silk and wool” appears in two writings separated by an 
interval of five years. Quite evidently this ‘“demagogue of the salon,” an 
epithet bestowed on Sombart during his early academic career, identifies 
himself with the silk, with the seignorial elite, with the heroes, with the 
aristocrats. In this aristocratic outlook we find not a necessary but, never: 
theless, a congenial premise for Sombart’s subsequent violent repudiation 
of political democracy and democratic culture. It should be mentioned that 
Sombart was brought up in the midst of affluence in the home of his father 
who, while he was of lower middle class origin, emerged to the position 
of wealthy landed aristocrat and member of the higher bureaucracy. 

An additional premise for the attitude which emerges in Sombart’s Ne 
Social Philosophy is the circumstance that even in the days when he avowed 
enthusiastic allegiance to Marxian socialism, he qualified his adherence t 
this preéminently international movement by a nationalistic outlook. The 
following is from the first edition of his Socialism and the Social Move- 
ment, a résumé of lectures given in 1896 and published with minor alters: 
tions in 1898. While he acquiesces in the position “that the proletariat o! 
all lands should be conscious of an international solidarity,”’** he asserts in 
another connection that “‘only one who chases after the phantom of 
world republic will be able to imagine a social development outside 0! 
national limitations. . . . Energetic upholding of national interests ca 
never be entirely unnecessary. . . . Not only Russian civilization threatess 


* Ouintessence of Capitalism, p. 340-41. 

” Ibid., pp. 205-07. 

" Socialism and the Social Movement, 1908, p. 110. See also p. 98 
” Socialism and the Social Movement, 1898, p. 126. 
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that of Western Europe, but even the Asiatic more and more strongly 
presses UPON US... . The moment will come when European society as a 
whole will say to itself: All our mutual differences are of no importance 
.s compared with that which threatens us from this enemy. . . . There can 
be no talk of an essential repudiation of nationalism. . . . A discussion of 
‘he question concerns only a circle of central nations to which one does 
not want to see the principle of antinationalism applied.’’* 

Ten years later, the nationalist mood is given more strident expression 
and we find Sombart applauding the tendency to a nationalistic orientation 
, the socialist movement: ‘““The view is gaining ground among socialists 

indeed, especially among them—that a// civilization has its roots in na- 


e basis of nationality.”"* Civilization is made entirely contingent upon 
tional Kultur. From this it is but an easy transition to his position in the 
Social Philosophy that the highest expression of civilization is to be 
nd in German Kultur. 

It should be noted, however, that at least so far as the western European 
mmunity of nations is concerned, his was not a jingo attitude. Thus he 
says, “Social Democracy professes . . . a ‘culture’ patriotism, and in the 
ase of the German socialists . . . their patriotism centers at Weimar rather 
than at Potsdam.” It is significant that he adds “that neither for material 
prosperity nor for intellectual and spiritual progress is it necessary to have 
great States. All the culture of Germany dates back to the time when it 
vas made up of small States. Switzerland, Denmark, and Belgium are just 
is wealthy in material goods as Russia, Austria or Germany. . . . The least 
recognition of Imperialism, Militarism, or Chauvinism would be fatal to 
ts {social democracy’s] highest ideals.” And most interesting of all, he 
setts that “ ‘National Socialism’ is a contradiction in terms.’’ But there 
llows the qualification, ‘‘taking national, of course, in a jingo sense.” 
sion at this point contains another and more pregnant qualifica- 
Other questions, also, suggest themselves. Is it not conceivable that 
ple which increases to a greater extent than its neighbor will find it 
essary to extend its food-supply . . . at the expense of another people? 
‘te a trader’ and not a “hero” by temperament, it would have occurred 
him that additional food supply may be obtained by trade and not by 

war 


There is one further important aspect in which Sombart was a Marxist 
ith a difference from the very outset. If we look at the career of socialism 


n it } 


its historical perspective, we must recognize that in its origins and de- 


165-68. 
and the Social Movement, 1908, p. 203. Italics mine 
208-09. 


b S tionality, and that civilization can reach its highest development only on 
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velopment it was predicated upon an optimistic theory of the historica| 
future. This optimism was premised, in part, upon a belief in infinite my. 
terial progress. In the so-called utopian phase of the socialist movement 
this faith in material progress was associated with an optimism concerning 
the function of ideals and the appeal to ideals in affecting social recon. 
struction. Throughout the various editions of his © -éalism and the Socia 
Movement, Sombart shares with Marx the latter’s conception of the futilit, 
of mere ideals and mere appeal to ideals. But at the very outset, he con. 
ceived that both Marx and the utopian socialists entertained highly exag. 
gerated notions concerning the possibilities of material progress. Sombart 
was, in fact, something of a Malthusian in his attitude on agricultural 
productivity and its incidence upon productivity in general. He becomes 
explicit in this connection in the 1908 edition of Socialism and the Socid 
Movement, where he intimates that we must not look to a working day of 
less than seven to eight hours for the provision of the mere “necessaries 
of life.’’** It is not without interest that this consistent and, in his later 
days, violent opponent of the liberal Weltanschauung shared with the lib- 
eral economic theory its characteristic emphasis on economic scarcity. 

Before we proceed to further indications of the sentiments and social 
attitudes which are congenial to Sombart’s nazi phase, it will be necessary 
to give the latter a little more explicit attention. We have mentioned the 
adoption of the Fihrer principle. The leader is to be the head of 1 
“planned” society and that involves, for Sombart, a planned economy. In 
general, this economy reflects a romantic aspiration toward an idealized 
feudalism; that is, toward a static hierarchical organization of society well 
articulated into estates (Standestaat) with the landed nobility as the upper- 
most estate. So far as the non-agricultural sector of the economy is « 
cerned, the economic organization is adapted to the requirements of the 
modern technology and the related need, in certain sectors of industry, of 
large-scale enterprise. 

In speeches and articles, Sombart advocated fervently this organization 
by estates for about a decade prior to Hitler's assumption of power. This 
medieval conception was also agitated by nazi theorists about the time of the 
writing and publication of Sombart’s Deutscher Sozialismus. According t 
the apparently reliable and authoritative report of Hermann Rauschning,” 
even Hitler toyed with the idea for a while at that time; but with hi 
characteristic disdain for theoretical schemes, he dropped the Standestaat 
conception when its uses in the context of morale and propaganda could 
be filled by other, more potent fodder. 

Sombart’s conception of a planned economy must not be identified with 
the idea of a collectivist economy. He contemplated, rather, what has come 


* Ibid., p. 79. 
" The Voice of Destruction, New York, 1940, p. 180. 
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be called a “mixed economy’’ by some of our New Deal theoreticians. 
mbart’s plan involves public ownership of large-scale industry and utili- 
gether with private ownership and codperatives in other sections of 


he plan for the organization of agriculture is particularly worthy of 
tion because it reflects a romantic agrarianism which finds expression 
in his earliest writings. There is some mention, in his New Social Philos- 
»hy. of the need to redistribute land so as to increase the number of 
asant proprietorships. But a great tenderness is evinced for the main- 
ince of adequate holdings by the landed proprietors, sufficient to main- 
e seignorial splendor becoming to the nobility of the hierarchy. 
bart paints a touching medieval Utopia of a happy hard-working 
ntry of small proprietors and cotters. This class is to be the repository 
homely virtues and the guaranty for the stability of society. 
lid not have before him, at that time, the contemporary spectacular 
estations of the nazi cult of efficiency, which, we have been tol 
ble authority,'® has led to wholesale “mercy” murders not only of men, 
men and children incurably and congenitally feeble-minded, but of aged 
nfirm and those rendered economic liabilities by nervous disorders. A 
timent of these things might have led Sombart to reflect that the 
regime, far from furthering small scale agriculture, would find 
necessary to apply the ultimate anaesthesia even to the existing manifesta- 
ns of his bucolic Utopia. It seems to be the destiny of reactionary (in 
oral sense) schemes of social reconstruction to serve the uses .of 
' despotions It is not without significance in this connection that 
burg’s solicitude for the economic status of the large landed pro- 
vas of considerable importance in implementing Hitler's rise to 


bart’s own conception of social organization by estates, the latter 

ot have the political significance that obtained in the medieval scheme 

luring the early stages of modern political despotisms. The estates then 

ted an element of constitutionalism, in the form of a check on the 

lute power of the king. In Sombart’s scheme, they are mere instruments 
irian absolutism. 

bart’s conception of the organization of agriculture and of the rdle 

landed nobility, whose moral function is to impose a cultural stamp 

society, is quite obviously related to his adoration of the seignorial 

f life. In addition, there is Sombart’s consistent tendency to romanti- 

peasantry. From the very first, moreover, it was with respect to 

te that he questioned the Marxian theory of economic develop- 

only did small agriculture seem to resist the encroachments of 


thers, William L. Shirer, chief of Columbia Broadcasting System's con- 
in “‘Mercy Deaths in Germany,” Readers’ Digest, June, 1941. 
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capitalistic organization, but the alleged superior efficiency of large scale 
agriculture was also debatable.*® In his New Social Philosophy, Sombart 
insists that, in any event, economic considerations should be subordinated 
to the virtues and social values inherent in the organization of agriculture 
on the traditional pattern. 

While, so far as industry is concerned, Sombart makes concessions to the 
requirements of modern technology, ke nevertheless maintains a passionat. 
preference for the persistence of handicraft production—an organic ac. 
tivity as distinguished from mechanical and meaningless routine associated 
with the division of labor in modern industry. 


Ill 


Let us recur to an examination of the quintessential fascist element in 
Sombart’s conception of National Socialism—the political theory, in gen- 
eral, and his acceptance of the Fihrer principle, in particular. The follow- 
ing from his New Social Philosophy should illustrate sufficiently for our 
purpose the essentials of Sombart’s theory: “The principle of leadership, 
which we recognize, means the acceptance of a supreme will of a leader’ 
who receives his directions . . . only from God. . . . He is not required t 
listen to the ‘voice of the people’ in so far as he does not recognize in it 
the voice of God. . . . The volonté générale which is to be realized is 1 
metaphysical, not an empirical reality; . . . the leader cannot ascertain it 


through a plebiscite; he must recognize it and can only have experienced 
it through revelation. . . . All plans for influencing, controlling or limiting 


20 


a ruler’s will are expressions of an anti-national mindedness.’ 

Earlier in the same volume Sombart tells us that “the meaning of the 
state lies in the realm of the transcendental, that its purport cannot bx 
significantly explained from an empirical, that is, ‘rational’ standpoint.” 
If we were to take this last statement at its face value, all criticism ot 
Sombart’s political theory would be precluded. We prefer, however, t 
criticize it, particularly, because it reflects the application of a methodi 
logical postulate concerning the study and the interpretation of human 
affairs which in varying forms Sombart entertained from the outset. This 
postulate relates not so much to his espousal of political absolutism as t 
his uncritical and uncriticized acceptance of it and his position that in 
principle it is beyond rational criticism. His methodological attitude als 
has important implications for his unqualified negation of the so-called 
Economic Age, the career of occidental communities since the latter part ot 
the eighteenth century. Exception is made, of course, of the fascist phases 
in Italy and Germany. 

" Socialism and the Social Movement, 1898, p. 159. 


* A New Social Philosophy, pp. 194-95. 
* Ibid., p. 158. 
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ti 


Sombart posits the following dichotomy in our judgments concerning 
n affairs: on the one hand, there is the realm of the objective in 
which judgments represent statements of fact; on the other, the realm of 
extra-objective, hence the extra-scientific, related to judgments of value. 
listinction as presented thus far will meet with quite general ac- 
quiescence. The difficulty, however, is that the extra-scientific represents 
for Sombart the expression of a Weltanschauung which in turn has a purely 
transcendental, metaphysical status. The dualism, therefore, resolves itself 
ato one between science and metaphysics. 

There is an element of truth in the aphorism, ‘‘there is no disputing 

Nevertheless, a naturalistic, common-sense view of normative judg- 
ments, particularly ethical judgments, will recognize that they are not 
beyond exploration and criticism. Such a view will reckon with their origins, 
their acceptance and diffusion and, above all, their implications in the con- 

human experience. These all imply an appeal to facts, and the 

latter, particularly, implies criticism in terms of our practical social inter- 

ests, Such criticism is arrested at the source if we conceive normative judg- 

s to be the offspring of an immaculate conception hatched in a Pla- 
tonic heaven. 

What is crucial for our criticism of Sombart, however, is not the rele- 
gation of values to the realm of the transcendental but his inclusion not 
merely of religion and ethics within the metaphysical category, Weltan- 

hauung, but also of politics. In doing so, he identifies means with moral 
ends and ethical values. While he insists throughout that economics should 

instrumental, he denies that status to politics. This position is made all 
the more difficult by his assertion that economics, properly conceived, is 
al economy. 

In the realm of practical politics, Sombart’s doctrinal position has its 
counterpart in Hitler's preference for the ‘‘subjective’” and his extreme 
impatience with anything that makes for an attitude of objectivity on the 
part of the people. When “objectivity steps . . . in,” he says in Mein Kampf, 

| the question is raised whether actually all the others are wrong, and 
vn nation or their own movement alone is right,”’ the administration 
olutism is fraught with difficulties.?* Subjectivity means, for Hitler, 
icritical allegiance to the emotional conditioning foisted upon a people 
their Fuhrer and his instruments. As is well known, the technique of 
conditioning is the insistent reiteration of a simple, emotively charged 
In its polemical uses such an idea is directed at any one time to but 
ct of abomination: Marxism, the Jews, the Poles, the Czechs, the 
British, and in good time, we may expect, the Americans. 
Hitler's subjectivism involves essentially the negation of reason as a 
iethod of reconciling the conflict of loyalties, values, appetites and group 
nd Hitchcock, New York, 1940, pp. 153-54. 
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interests. That is also the essence of the activism, anti-intellectualism apd 
anti-rationalism which characterizes all fascist doctrine. The intellect js 
reserved for the fashioning of techniques, material and psychological, which 
will serve the appetite for power of the leader and his immediate followers 
In this one respect, National Socialism has proved itself both eminently 
rational and scientific. It is very convenient to have a transcendental sanc. 
tion for brutal pragrnatism. 

Although such transcendental sanction is fraught with danger and tends 
ultimately to serve the uses of fanaticism and absolutism, it should be 
recognized that in the ethics of all the great religions as well as of many 
systems of metaphysics, notably that of Kant’s metaphysics of the practical 
reason, the sanction is dedicated to the conservation of the autonomy and 
dignity of personality. And that is the essential premise of democracy. 

While this preference for a democratic way of life also involves, like 
all preferences, something in the nature of an arbitrary resolution, it is the 
least arbitrary of such resolutions. It recognizes the legitimacy of all widel) 
entertained interests, sentiments and values, as well as the right of indi- 
viduals and groups to persuade others to share them, as long as this per- 
suasion is not backed up by the threat of violent aggression. It is because the 
transcendental sanction tends to universalize a particular doctrine, which 
may have its use and its contingent validity in a particular historical con- 
text, that it carries with it the threat of fanaticism and intolerance. It is n 
accident, therefore, that the humanistic outlook with its democratic dictum 
that ‘‘man is the measure of all things’’ was historically accompanied by 
the secularization of thought and knowledge. This secularization, far from 
involving the abandonment of moral ideals, is the essential guaranty against 
ever-present proclivities on the part of interested or fanatical individuals 
and minorities to sacrifice human beings to transcendental monsters of their 
own creation. 

In his writings prior to the first World War, Sombart himself appeared 
to express allegiance to this humanistic ideal. We may accuse Sombart of 
romanticism when he says in his Quintessence of Capitalism that “the work 
of production in the middle ages was a work for living human beings 
whose lives were devoted to it,’’** and when he states ‘‘that man was then 
the meteyard of all things.’”’** But there speaks Sombart, the humanist. It 
is the humanist likewise who writes in the 1908 edition of his Soczalim 
and the Social Movement ‘‘that the opposition of social democrats to social 
reform is anything but wise. . . . Is it fair,” he asks, “to sacrifice the well 
being of the present generation for the sake of the happiness . . . of future 
generations? . . . Every real improvement in the conditions of the working 
classes is an end in itself. If one sorrow is lessened, and one tear dried, 3s 


Quintessence of Capitalism, p. 19. 
Ihid., p. 13. 
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a piece of work is accomplished as building up the foundations of a 
where there shall be no sorrow and no tears.”’> We may be critical 
he historical accuracy of Sombart’s generalization, but we sympathize 
vith his criticism of capitalism when he says that during this age ““man— 
the flesh-and-blood man—with his joys and sorrows, with his needs and 
lemands has been forced from his place as the center around which all 
nomic activities rotate’; when he deplores that his place has been taken 
by “Acquisitiveness and Business.’’* It is the same Sombart who applauds 
the social movement because the proletarian class “‘is striving to restore the 
ld humanistic ideal of humanity.’’*? But that was before Sombart, the 
tern European, espoused a fanatical nationalism—a nationalism which 
pletely engulfed his humanism. 
Reflection on the career of occidental communities in modern times leads 
to recognize that the approximation of the democratic ideal is indeed a 


Lit 


afirms the “rights of man” and the principle of equality, and which imple- 
ments this affirmation by providing a context of political democracy with 


sitive constitutional immunities, written or unwritten, against arbi- 
ncroachment by the supreme coercive power in modern societies, the 


Our gradual and painful emancipation from political absolutism has 
ompanied, however, by certain other developments of great mag- 


nitude which have made it necessary to invest the state with comprehensive 
powers. Most important of all has been the development in the context of 
business enterprises, largely the by-product of a technology which, as Som- 
rrectly emphasizes, has no parallel in recorded history. We have 
reference, in particular, to the large aggregates of economic power and 
economic instability which characterize modern industry. There are 
who think that in the interest of true social democracy, as distin- 
| from mere formal political democracy, it is necessary to endow 
tate with even greater control of economic activity, as well as with 
reasing functions, for the purpose of safeguarding the health and eco- 
mic security of the great mass of citizens. 
These may be tempted to see in fascism not the backwash of barbarism 
h its characteristic subordination of personality to the mores and tabus 
the tribe, but ‘‘a wave of the future.’”’ They should recognize that the 
ncrease in the scope of the state calls for a reaffirmation of the auton- 
t personality. Neither can the opponents of the expansion of state 
ver afford to acquiesce in the fascist degradation of the concept democ- 
i way of doing business.” That is precisely Sombart’s method in 
icism of the so-called Economic Age. 


ind the Social Movement, 1908, p. 283. 
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More needs to be said of Sombart’s methodology in relation to his man- 
ner of espousal of a divinely sanctioned autocracy. In this connection, what 
should be of more interest to social scientists than his identification of the 
state with a transcendental moral idea is Sombart’s position on the relation 
between normative judgments and social science. The transcendental theme. 
after all, is of most interest in the context of propaganda, rather than in 
that of scientific method. Morever, this theme attains explicit and emphatic 
emergence only in the later Sombart. But that ethical judgments have abso- 
lutely so place in social science represents a position which Sombart has 
asserted emphatically throughout his career as a social scientist; it is a posi- 
tion to which he has adhered, at least formally, in his Der Moderne Kapi- 
talismus down through the last (1928) edition of that work. 

Even prior to the first World War, it was rather more difficult for Som- 
bart not to betray his sympathies and his aversions in his writings on the 
socialist movement. But in these, the exposition adheres quite consistently 
to the motto inscribed on the title page of the first edition of Socialism and 
the Social Movement: ‘Je ne propose rien, je ne suppose rien; j'expose. 

Sombart’s career suggests the hypothesis with respect to human affairs 
that the pose of considering facts in abstraction from values contributes to 
the espousal of values in the abstraction of facts. If the selection, organi: 
zation, and interpretation of historical data presumably does not proceed 
under the constraint of a normative attitude toward society, and is not 
intended to implement, confirm, or qualify that attitude, it becomes much 
easier to adopt a social policy without reference to these historical facts 
Moreover, it appears that ethical norms formally divorced from the fact: 
of human history tend to take on an irrational, mystical complexion and 
tend to gravitate to the realm of the transcendental. Had Sombart the habit 
of referring his normative and practical social attitudes to matters of his 
torical fact, he might have found much in his own writings to qualify his 
identification of the totalitarian state with the “‘superindividual reason, 
with the moral will in the universe. 

Among the dynasties which have occupied the English throne, none has 
been so loud in protesting divinely sanctioned absolutism as that of the 
Stuarts. Yet, as Sombart himself intimates in his Quintessence of Capitaliim 
the Stuarts were notorious for their quest after personal economic advan- 
tage,** and, we may add, the consequent perversion of state policy through 
the sale of monopolies, privileges and offices. Of more interest is his ex: 
plicit discussion of mercantilism in Der Moderne Kapitalismus. The spirit 
of enterprise, which had its seat preéminently during that period not in 
business enterprise but in the state, had for its aim, he tells us, “exploitation 


* Quintessence of Capitalism, p. 280. 
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| domination.’’*® In these newly born modern states, Sombart continues, 


ahd U 


the great mass of people were subordinated to the dynastic interests— 
aterests, it should be noted, and not ideals. These states, he tells us, had 
their prototypes in the tyrannies of the early Italian cities. These, we may 
suggest, were surely not objects for moral edification and political example. 
What differentiated these European states from the oriental despotisms was 
that the conception of the state was made coextensive with that of the great 
mass of subjects. In consequence there emerged what Sombart calls a 
Polize a state which tried to subordinate the personal lives of its 
subjects to the interests of the dynasty. And yet this organization of power 
tended to have a life of its own and consequently aims and interests di- 
vorced from those of the people who were its subjects.*° 

This subordination of the personal lives of the subjects was accentuated 
and rendered intolerable, Sombart implies, with the advent of state 
churches. The self-seeking policy of the ruler was then reinforced by 
ranscendental sanction. It was then that conflicting transcendental sanctions 
resulted in a long era of persecution and war—civil war and war between 
nations.* What is fascism, it may be suggested, but a political absolutism 
slemented by a state church auguring the beginning of a new era of 


mt 


strife and intolerance? The dangers of spiritual bondage and its unfortu- 
nate consequences afe in the present case aggravated by the circumstance 
that under National Socialism the state, incarnated in its Fuhrer, is itself 


the church. There is not even the semblance of a counterpoise to its abso- 
ute domination—a domination implemented by the modern techniques 
and material vehicles of espionage and propaganda. 

We do not intend, of course, to imply that the invoking of historical 
facts relevant to the theme of totalitarianism would have immunized Som- 
bart against his uncritical acceptance of Hitlerism. That is no doubt ulti- 

tely grounded in his emotions and social outlook. 

There would be no point in dwelling at length on Sombart’s condem- 
n of the Economic Age, this age whose culture was no true Kultur*? 
the work of the devil,’’** this age which constitutes the real fall of man 

re an exceptionally intemperate repetition of the familiar romantic criti- 

sm of the doctrinaire rationalism of the Enlightenment. 

Sombart forgets that in England, for instance, the classic home of modern 
industrialism prior to the twentieth century, the empirical philosophy, fol- 
lowing the lead of Hume, itself subjected certain fundamental aspects of 
the doctrine of the Enlightenment to a devastating criticism. He does not 


loderne Kapitalismus, 1928, vol. i, no. 1, p. 328 
334-35, 

pp. 448-55. 

w Social Philosophy, p. 26. 
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seem to realize that in the development of its political institutions and jp 
the temper of its people it had likewise implicitly repudiated this reyo. 
lutionary rationalism. Sombart might have reflected on the circumstance 
that John Stuart Mill, the leading social philosopher in England during the 
second half of the nineteenth century, had assimilated from German 1o- 
mantic philosophy a large dose of the organic, historical approach to s0- 
ciety and social change. He might have recognized that in the last quarter 
of that century, the economic liberalism of Adam Smith was fast giving 
way to the political liberalism of a Green and a Bosanquet. 

This shift in social doctrine in England during the second half of the 
nineteenth century was associated with factory legislation, schemes of social 
insurance, and state intervention in other directions. These developments 
led so temperate an observer as Dicey** to refer to this period as the era of 
collectivism as opposed to the relatively brief era of individualist Ben- 
thamism which preceded it. During the period of Hochkapitalismus, which 
for Sombart roughly coincides with the Economic Age, England was most 
decidedly not one of the homes of revolutionary rationalism. There is in 
general a very great tension between Sombart’s conception of the homo- 
geneity of the Economic Age, on the one hand, and his insistence that the 
culture of each nation bears the peculiar stamp of its own unique national 
genius, on the other. 

It must be recognized that what Sombart offers us in his condemnation 
of the Economic Age is not criticism of modern industrialism for failing 
to live up to the ideals of modern civilization, but a negation of those 
ideals. His response to the passive acceptance of the inevitability of prog- 
ress and its excessive identification with productivity and accumulation is 
the denial of the idea of progress as a legitimate postulate for the pursuit 
of social ideals. His response to its failure to broaden the principle of 
political equality into social reality is to erect inequality into a social prin- 
ciple. His response to the failure of modern societies to implement sutft- 
ciently the ever-growing power of the state for the liberation of personality 
is the repudiation of the ideal of freedom. His response to the failure of 
modern nations to attain the eighteenth century ideal of peace is thé 
glorification of war as the supreme method for conserving and vitalizing 
the sentiment of “‘love’’ within nations.*° 

The ultimate issue, Sombart tells us at the outset of the discussion de- 
voted explicitly to the repudiation of the Economic Age, is the antithesis 
between the liberal and the anti-liberal Weltanschauung. There is no dis- 
puting tastes. Sombart is entitled to his anti-liberal Weltanschauung. But 
from the point of view of social science there is another important issuc 
involved—the problem of the constitution and characterization of historic! 


“ Law and Opinion in Exgland in the Nineteenth Century. 
* A New Social Philosophy, p. 219. 
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ochs. That is a problem which goes far beyond the scope of the present 
aper. It is, in fact, coextensive with the whole field of historiography. 
Neve rtheless, it may be pointed out that what Sombart gives us in his 
New Social Philosophy is neither history nor historical criticism of society, 
but farses Mythology is a legitimate exercise of the human spirit in 
he realm of the imagination. It is a means of personifying human values 
ind aspirations, freed from the constraint of historical fact. That is pre- 

what Sombart does in his transposition of the conflict of values and 
ologies into a conflict between historical epochs; namely, the Economic 
ge as opposed to the ages which preceded this “‘fall of man.” 

The epoch of mercantilism which preceded the Economic Age, and which 
Sombart calls the secular stage of “‘the age of politics,’ now meets with his 
nqualified approval. The feudal handicraft economy which preceded the 
age of mercantilism, he refers to as the ‘‘age of love.’’ We have had occa- 
sion to point out the romanticizing of the Middle Ages in his Soczalism 

Social Movement as well as in his Quintessence of Capitalism; and 

yet the latter volume contains copious reference to the ‘‘greed of gold . . 
ceeded by the love of money . . . lucri rabies which first became marked 
e exempt the Jews) among the clergy’ as early as the ninth century, 
fected equally the potentates of the towns of Germany, France, and 
taly. He refers to Dante’s condemnation of the greed of the nobles and 
middle classes of the Italian cities. “Their desire for worldly posses- 
ons,” he quotes another writer of the first half of the fourteenth cen- 

y, ‘is like a consuming fire within.”** We have already referred to 

bart’s recognition of the rdle of greed and lust for power during the 
age of politics.” 

While it must be recognized that Sombart may be correct in his in- 
istence that, so far as economic enterprise is concerned, the Economic Age 
was more free than the Middle Ages from the constraint of religious and 
thical norms, this distinction certainly does not hold when we compare 
‘talismus with the mercantile period. Further, as has been pointed 
n regard to England, a distinction needs to be made between the first 
| second half of the epoch of Hochkapitalismus. 


his New Social Philosophy, in terms of a polemical impulse which 
abandons the ground of “‘value-free’” science, Sombart transfers 

‘ characterization of capitalist business enterprise during the period of 
gh-capitalism”’ to the entire culture of that period. While in the criticism 

4 which occupies a good part of this volume, he indulges in a 
‘avage repudiation of the economic interpretation of history, he neverthe- 
‘css asserts that the economic interpretation applies to the Economic Age. 


nce of Capitalism, pp. 29-30. 
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His position appears to be that this great aberration in the course of history 
at the same time makes valid, for an epoch which holds for us the greatest 
interest, a great aberration in the interpretation of history. Surely, a curious 
position. It may be noted further that Sombart’s is not an economic inter- 
pretation, either of the Economic Age in the New Social Philosophy, ot, 
for that matter, of business enterprise itself during that period in De 
Moderne Kapitalismus. Just as Marx stood Hegel ‘‘on his head,” so Som- 
bart in Der Moderne Kapitalismus stood Marx ‘on his head,” without quite 
getting back to Hegel’s position. Sombart comes closer to Hegel's objective 
idealism in his New Social Philosophy. 

Our concern, however, is not with the economic interpretation of history 
and Sombart’s relation to it, but rather with the circumstance that, despite 
the predominantly empirical orientation of Der Moderne Kapitalismus, it 
nevertheless proceeded in terms of certain assumptions which paved the 
way for his subsequent uncritical transcendental argument for National So- 
cialism. 

In the very first edition of Der Moderne Kapitalismus Sombart enunciates 
the methodological postulate that scientific explanation in general, and that 
of historical epochs in particular, needs to be implemented by some one 
unifying concept or principle, and that in the case of historical phenomena 
this principle must of necessity be derived from the context of human 
motivation. All other aspects, he asserts, are conditions or derivative cir- 
cumstances. They cannot be looked upon as causes. It is the motivation 
which is the cause. Otherwise, for instance, if one takes technique as the 
causal agent in the development of an epoch, there emerges an infinite 
regression in technical development and, hence, in the alleged causation.” 
In consequence, his interpretation in this and later editions, while it takes 
account in a masterly fashion of the manifold aspect of the historical de- 
velopment and in that way makes a noteworthy contribution both to his- 
tory and economic theory, runs primarily in terms of the “‘spirit’’ of capi- 
talism. 

It should be noted that there is at the outset a tension between this ap- 
proach to social phenomena and Sombart’s adherence to “value-free”’ social 
science. For it is precisely on the context of motivation that we tend t 
impose ethical judgments. It appears that the dam of inhibition resulting 
from the contradictions inherent in Sombart’s methodological positior 
bursts with a vengeance in his New Social Philosophy. It may also be te- 
marked that Sombart’s assumption that scientific explanation must neces 
sarily run in terms of a single central concept involves an uncritical and 
outmoded presupposition derived from the career of classical mechanics 

Later, this priority of human motivation in the context of history was 
elaborated by Sombart into a dichotomy relating to scientific method. On 


* Der Moderne Kapitalismus, 1902, vol. 1, pp. xiii and passim in Geleitwort 
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the one hand, there is the approach which is appropriate to the phenomena 
f nature, and, on the other, that appropriate to human affairs. The latter 
he calls the verstehende method in contradistinction to the natural science 
 ordnende (ordering) method. The ordering method has a place in the 

interpretation of social phenomena, but should be employed in self- 
-onscious subordination to the verstehende method. We are concerned 
merely to order the phenomena of nature, to discover relations in order 
that we may control and manipulate nature. That is all that we wish to do, 
ad that is all that we can possibly do. But historical culture, as distin- 
ouished from nature, is a man-made product. It is the objectification of the 
human spirit (Gezst) and we are therefore in a position to understand it, 

get the inner sense (Sinn) of it in a manner not possible for the phe- 
nomena of nature. 

It is the task of the social sciences, says Sombart, to interpret society in 
terms of historical singularities. The most comprehensive and important 

f these singularities are historical epochs. These and the historical con- 
texts of lesser scope are unities which only make sense in terms of the 
purposes which predominate in these contexts. Beginning with the second 
(1916) edition of the Der Moderne Kapitalismus, Sombart’s economic his- 
tory is implemented with the concept, economic system. This in turn is 
lated into three aspects, namely, the spirit, the form (or order), and 
technique. The spirit of the economic process is still primary. In its sub- 
tive aspect, the spirit of economic society is related to the aims asso- 
ted with economic activity, the degree of intensity or passion with which 
they are pursued, and the norms which may be associated with this activity. 
wever, when this activity becomes institutionalized and the aims are 
nalized and externalized by the technique of business organization as 
s by technical aids in accounting and calculation, the economic spirit 
n a distinctly objective aspect. This is particularly true in the large 
s undertakings which for Sombart represent, preéminently, the spirit 
pitalism during the era of Hochkapitalismus. 

There is one further very important aspect of the objectivity of the 
capitalist spirit. While it is characterized by the single-minded striving for 
profits and unlimited accumulation and expansion, it is the business enter- 
prise which is the essential vehicle of this impulse and not the individual 
entrepreneur or the guiding personality of the large corporation. The moti- 

1 associated with this personality will typically be quite complex and 

t primarily dominated by the desire for profits and accumulation. There 
is desire for power, for prestige and, more particularly, the impulse to 
nterprise and achievement. But these various other desires and the moti- 

tion in its complexity, Sombart quite rightly says, cannot be satisfied 
unless the enterprise is profitable, unless it becomes large, and unless it 
continues to expand. He cites Marx’s phrase, ‘‘the drive of capital for ex- 


510 Leo Rogin | September 


pansion.”’ In the presence of competition, lack of progressiveness in a busi- 
ness enterprise means retrogression. It must be conceded that Sombart has 
made interesting contributions to the interpretation of capitalism in cop- 
nection with this concept of the spirit of capitalism, particularly in its 
objective aspect. It is his cultivation of the objective aspect of the concept 
that has prevented his interpretation from relapsing into dubious specu- 
lation in the realm of the subjective. 

At the same time, his emphasis on the objective aspect of the spirit tends 
to invalidate his original methodological postulate as to the subjective 
locus of historical causes. There is also some difficulty with the assumption, 
for instance, that mechanical aids to accounting are part of the spirit of the 
economy whereas the steam engine, the gasoline engine, the electric motor, 
and the assembly line belong to the discrete realm of technique. Further 
since it is not the subjective motivation of the entrepreneur that is of 
central and most proximate importance but “the drive of capital for 
expansion,” may not the accumulation of capital under conditions of a 
dynamic technology constitute a more significant causal reference than the 
spirit? Sombart himself points out that the application of science to 
technology and of the scientific method to invention itself is a distinct! 
unique aspect of modern industrialism. 

It is probable that if he had been preoccupied less with the spirit of 
capitalism in the form of the rationalization of business organization and 
more with the dynamics of technology, he would not have been beguiled 
into the position that capitalism was becoming stabilized. He emphasized 
the latter as late as 1931.°* He might then have pondered the difficulties of 
rationalized business enterprise in the context of technological change and 
obsolescence. 

There is also a difficulty with Sombart’s position that it is the large 
undertakings which are preéminently the seat of the capitalist spirit. At 
tention may in this connection be accorded to Marx’s position that the 
relatively small aggregates of capital, struggling for a place in the econom« 
sun, are not without strategic significance for the tempo of economic 
development and the instability associated with it. 

Sombart’s penchant for monolithic explanations in terms of an objective 
spirit, while extremely susceptible of abuse, did not prevent him from 
making notable scientific contributions to economic history, economic 
theory, and the sociology of capitalism. But when this type of explanation 
is transferred from the economic aspect of a culture to the entire culture 
when the objective spirit, instead of being articulated in terms of its 
empirical institutional aspects, is given a purely ideological transcendental 
incarnation; when the entire culture is conceived to be the exfoliation o! 


* “Capitalism” in Encyclopedia of the Social Sciences, vol. 3, p. 208. See also A New 
Social Philosophy, pp. 282-83. 
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; spirit; then verily there takes place a perversion both of social science 

1 of social criticism. The scientist has then degenerated into a very bad 

| sopher. 

It is a fine thing for the student of human affairs to be a philosopher 

the generic, liberal sense of that word, but it is a sad thing for history, 
particular, when the conflict between ideas and ideals is transposed to 

conflict between epochs. History then becomes converted into a my- 
' a mythology, moreover, which like drink and anger may contrib- 
ute to the ferocity of a conflict, but does not illuminate the way to an 
leal society —something to which Sombart tells us his New Social Philos- 

s dedicated. 
LEO ROGIN 
rsity of California 


SERVICE INDUSTRIES AND THE VOLUME OF EMPLOYMENT: 


It has often been pointed out that the service industries are growing in importance 
in the American economy. This trend has usually been welcomed as a factor making for an 
increase in employment opportunities. This paper attempts to show that there are reasons 
for doubting this. The service industries use less capital per unit of output than the 
economy as a whole, but do not use more workers per unit of output, but instead use , 
more expensive type of labor. It is impossible to say on the basis of existing data whether 
or not the growth of the relative importance of the service industries increases or de. 
creases total expenditure on consumption and judgment must be held in abeyance on this 
point. But average per worker investment will definitely be reduced, save in some excep. 
tional circumstances, owing to the diminished need for. capital equipment resulting fro; 
the increase in the relative importance of the ‘capital unintensive’’ service industries, Op 
balance, therefore, it is probable, although not certain, that the volume of employment wil 
be reduced as a result of the growth of the service industries. 


I 


In the past few years it has often been pointed out that the service in- 
dustries are growing in their relative importance in the American economy 
Perhaps the most lucid and detailed statement has been made by David 
Weintraub of the National Research Project. In Technological Trends and 
National Policy, he states, ““The notable expansion in employment which 
took place between 1920-1929 was due almost entirely to the rapid growth 
of service activities.’” However true this may be, the growth of the service 
industries has also had certain sndirect and adverse effects on the volume 
of employment. In this paper we shall explore the effect that the growth 
of the service industries (relative to the rest of the economy) has had upo: 
the volume of investment and upon the volume of employment. 

The definition of service industries which is used by Mr. Weintraub 
(p. 74) includes “‘trade, professional service, public service, and persona 
and domestic service.” In this paper, however, we have adopted the some- 
what more restricted definition used by S. S. Kuznets.* Dr. Kuznets defines 
service industries as follows: “Service covers the numerous branches of 
service activities; religious, professional, domestic, personal, recreation and 
amusement and business.” This definition is used rather than Mr Wein- 
traub’s for two reasons: (1) we are here concerned only with privat 
industry and hence will not consider government employment; and (2 
trade declined in importance relatively to the rest of the economy during 

*This paper was written as part of a research project on “The Monetary Aspects 
Technological Progress,” which has been financed by the Social Science Research Coun 
of the University of Chicago. This project is under the direction of Professor Oscar Lan 
to whom the author is indebted for advice and criticism. The author alone is responsi 
for any errors of fact or analysis which may be discovered. 

*Technological Trends and National Policy; Report of the Subcommittee on T 
nology to the National Resources Committee, June, 1937, Government Printing Oft 


p. 87. 
*S. S. Kuznets, National Income and Capital Formation, 1919-1935, National Burc 
Economic Research, New York, 1937, p. 12. 
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1919-34* and hence its inclusion would merely obscure the 
of the service industries, as here defined, and the phenomena re- 
therefrom. 
hypothesis which will be investigated in this paper may be stated 
ollowing way: The service industries, which have grown in relative 
nce during the period from 1919-34,° are less capital intensive, 
more labor intensive than the rest of the economy and, conse- 
ly, the growth in the relative importance of these industries will have 
lverse effect upon the volume of employment. It might, at first, seem 
hat the service industries should be less capital intensive, but not 
ibor intensive than the rest of the economy. This apparent paradox 
ever, immediately resolved as soon as it is realized that the labor 
n the service industries is of a more expensive kind than that used 
the economy as a whole. 
We shall mean by capital intensiveness, in this paper, the ratio of the 
lue of the plant and equipment of a sector of the economy (e.g., a firm, 
lustry, a group of industries) to the value of its annual output. It might 
bjected that the capital intensiveness of a sector of the economy is a 
tion of the output of that sector and that it is therefore impossible to 
lefine capital intensiveness in a precise manner. In order to circumvent 
difficulty, we shall measure the capital intensiveness of a sector of the 
nomy by the average capital intensiveness over the relevant range of 
puts. An ideal measure of labor intensiveness would be the ratio of 
hours of work to ‘“‘value added.’’ Due to deficiencies in the data, we 
measure the labor intensiveness of a given sector of the economy by 
he ratio of employment in that sector (uncorrected for length of work- 
k) to the value of the output of that sector. The value of the output of 
tor is here defined as the percentage of Gross National Product (as 
y Kuznets, p. 34) produced in that sector. Let us now verify the 
nts made above. 


II 


‘re can be little doubt that the service industries are growing in their 
importance in the American economy. The percentage of gross 
product that originated in the service industries increased from 

1919 to 13.6 in 1934.° This is an increase of 43 per cent in 15 years. 
lata from which these conclusions are drawn are presented in Table 1. 

ther evidence of the growing importance of the service industries is pre- 


nt 


ted in Table 2. The evidence presented in Table 2 indicates that the 


obable on the basis of the data presented in Table 2 that the trend con- 
least 1937, but we shall confine ourselves to the period 1919-34. 
cit., p. 15. 
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TABLE 1 TaBLe 2 TABLE 3 


Per cent of gross national Per cent of total workers Per cent of total 
product originating in serv- employed in service indus- corporate assets owned in 
ice industries, 1919-34. tries, 1920-37. service industries, 1926-3 


1919 


1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1933. 
1934 
1935 
1936 
1937 


we 


Table 1—Source: S. S. Kuznets, National Income and Capital Formation, 1919-103: 
National Bureau of Economic Research, New York, 1937, p. 15. 

Table 2—Source: David Weintraub and Harry Magdoff, ‘‘Service Industries in Relation 
to Employment Trends,” Econometrica, Oct., 1940, p. 292. The figures taken represent pe 
centage of employment in the “‘Total commodity-producing industries and services”’ that w. 
employed in the “Domestic and personal service,” and the ‘Professional service, recreation 
and amusement” industries. 

Table 3—Source: Solomon Fabricant, Capital Consumption and Adjustment, Nationa 
Bureau of Economic Research, New York, 1938, pp. 248-49. The “‘New Classifications” wer 
ignored. 


number of persons employed in these industries increased by over 40 per 
cent from 1920 to 1937.’ 

It also seems very likely that the service industries are considerably less 
capital intensive than the economy as a whole. The evidence on this point, 
while not absolutely conclusive, is very persuasive. In Table 3 we have 
presented the percentage of total capital assets owned by corporations in 
the service industries during the period from 1926-34. The average pet 
centage of capital assets owned by corporations in the service industries 
during this period was 3.86 per cent of the total corporate assets of the 
community.’ During this period the average per cent of Gross National 
Product originating in the service industries was 12.9 per cent,’ which 

"These figures reflect the influence of a much greater increase in output per head ir 
the non-service industries than in the service industries and hence are not to be relicc 
upon heavily as an indication of the increasing relative importance of the service indus 
tries. 

“Derived by averaging items in Table 3. 

* Derived by averaging entries in Table 1 for the years 1926-34. 


Ic 
9.5 ml 
1920 ndet 
ire eV 
...11.4 
5 
11.8 6 porat 
23 11.9 9 tenden 
12.7 6 
_..12.6 12.9 9 
13.1 6 min 
13.4 3 estima! 
13.9 13.3 3 
13.8 
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ld seem to indicate that the service industries were less capital intensive 

‘han the economy as a whole. But it must be noted that our capital figures 

inly the assets of corporations and that this may have introduced a 

bias.’ Certain sectors of the economy are dominated" by corporations to a 

much greater extent than the service industries. This would lead to an 

nderestimation of the percentage of capital assets owned in the service in- 

1ystries. On the other hand, there are other sectors of the economy which 

are even less dominated by corporations than the service industries.’* There 

are still other sectors of the economy where it is impossible to decide on 

ting evidence whether or not they are more or less dominated by cor- 

1s than the service industries. It is difficult to say whether the 

lency to overestimate the capital intensiveness of the service industries, 

to the existence of sectors of the economy which are Jess corporation- 

inated than the service industries, outweighs the tendency to under- 

te it (the capital intensiveness of the service industries) due to the 

stence of sectors of the economy more dominated by corporations than 
the service industries. 

Fortunately, however, there is more conclusive evidence that the service 

stries are less capital intensive than the economy as a whole. The share 

property income (dividends plus interest) in the total income pay- 

of the economy averaged 13.2 per cent between 1919 and 1934.** 

e share of property income in the income payments of the service indus- 

luring this period was 1.6 per cent.* While allowance must be made 

the fact that investment in the service industries may be financed some- 

t differently than it is elsewhere,*® it seems very unlikely that the differ- 


possible source of bias is that our figures include land, as well as plant and 
nd our definition of capital intensiveness includes only plant and equipment. 
Fabricant, Capital Consumption and Adjustment, p. 271, gives figures for the 
pital assets, excluding land, for 1934. On the basis of these figures the per- 
capital assets, excluding land owned by corporations in the service industries, 
r cent, while the percentage owned, with land included, was 5.50 per cent. 
t would seem that any bias introduced by the inclusion of land would be in the 
verestimating the capital intensiveness of the service industries. 
entage of the total output (in value terms) of an industry, produced by 
iy be used as an index of corporate domination. In any case, when we say 
lustry is more (or less) dominated by corporations, we mean that it has a 
ower) index of corporate domination. 
ld be noted that in this paper we are not using the term industry in the 
il sense of a group of firms producing a homogeneous product, but rather 
r in which the term is used in the Census of Manufactures. 
ery likely that corporations are more capital intensive than non-corporate firms 
ld lessen, although not necessarily eliminate, any tendency to underestimate 
nsiveness of the service industries owing to the coverage of corporations 


p. cit., p. 30. 
30 
neurs in the service industries could conceivably be more inclined to self- 
ther than borrowing) than entrepreneurs in other industries, but there is no 


| 
te 
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ence would be so great as to account for the huge discrepancy between the 
percentage of income going to property in the service industries and the per: 
centage going to property in the rest of the economy.*’ Therefore, we shal 
consider that we have tentatively proved that the service industries ar 
less capital intensive than the rest of the economy as a whole. 

It is easily seen from the data presented by Weintraub'* and Kuznets 
that the service industries are not more labor intensive than the economy 
as a whole. The average percentage of Gross National Product produced 
in the service industries from 1920-34 was 12.0 per vent, while the average 
percentage of total employment in the service industries during the same 
period was 11.6 per cent.*° In other words, the service industries were, if 
anything, less labor intensive than the rest of the economy and, in any case, 
were certainly not more labor intensive. 

The data presented here concerning the value of the output of both the 
service and the non-service industries refer to the total value of the output 
of these industries and not to the value added. Since it is obvious that the 
service industries use much less raw materials than the non-service indus- 
tries, 7.e., the ratio of value added to the value of output is higher in the 
service industries than in the rest of the economy, the volume of employ- 
ment in the raw materials industries will be diminished as a result of the 
shift in expenditure from the non-service to the service industries (total 
expenditure remaining constant). Since, however, data could not be ob- 
tained to substantiate this assertion (although there should be little dis- 
agreement on it), we shall not base any of our subsequent argument upon 
this fact. Nevertheless, the reader should keep it in mind when assessing 
the validity of the conclusions reached. 

Now let us trace the consequences of a relative growth in the importance 
of the service industries under the conditions which we have shown to exist 


Ill 


As can be seen from Kuznets," during the period from 1919-29 the 
expenditure on the output of both the service industries and of the non 
service industries was increasing in absolute amount, but the proportion 
spent on the output of the service industries was increasing. Let us now 


more reason for supposing this than there is for supposing that they are less inclin 
self-financing. 

‘If the degree of monopoly power, measured by the ratio of price minus margin 
cost to price, were greater in the non-service than in the service industries, property woul’ 
receive a greater share in the non-service than in the service industries. However, there 
no reason for supposing that the cegree of monopoly power is greater in the service than 
in the non-service sector. 

"SWeintraub and Magdoff, ‘Service Industries in Relation to Employment Trencs 
Econometrica, Oct., 1940, p. 292. 

” Kuznets, op. cit., p. 15. 

* Weintraub and Magdoff, op. cit., p. 292. 

™ Kuznets, op. cit., pp. 14-15. 
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analyze the effects which an increase in the proportion of total expenditure 
directed to the output of the service industries would have under the con- 
ditions which existed from 1919-29. 

Under these conditions, the 7m pact effect of the increase in the propor- 
tion of consumption expenditure directed toward the service industries is 
to increase the amount of new employment offered (at the going wage- 
rate) in the service industries relative to the amount offered in the non- 
service industries, ignoring, for the moment, that the volume of invest- 
ment is also affected by “the shift.’’? If the rate of increase of consump- 
tion expenditure (per unit of time) is unaffected by the shift, the rate of 
ncrease in the volume of employment will not be accelerated owing to 

e shift, as the service industries are not more labor intensive than the 
rest of the economy. If the rate of increase of consumption expenditure is 

elerated by the shift, our previous statement holds, a fortiori; but if the 
rate of increase of consumption expenditure is accelerated by the shift, the 
mpact effect of the shift may be to increase the volume of employment. 
There has been, so far as I know, no study of the variability of consump- 

n expenditure with respect to changes in the component items of expen- 

ture and therefore we must reserve judgment on this point until further 
mpirical work is done. 

faving considered the effect of the shift on the volume of consumption 

penditure, let us mow examine its effect on the volume of investment. 
Under the above mentioned conditions, the effect of the shift will be to 
liminish investment and, consequently, employment. For, since the service 

tries are less capital intensive than the rest of the economy, the 
rage entrepreneur’? in this section of the economy will make a small- 
volume of investment decisions** in response to a given increase in his 
ptimum output stream’’*® (in a given period of time) than the average 
trepreneur in the non-service industries. This immediately follows from 
fact that the greater the capital intensiveness of a firm, the greater will 
optimum amount of capital*® it will add in order to produce an 


ll hereafter refer to the increase in the proportion of total expenditure directed 
‘f the service industries as “‘the shift.” 
average entrepreneur,’ in each sector of the economy, we mean that entre- 
firm is the mean firm, with respect to capital intensiveness, of all firms 
tor of the economy. 
of investment decisions (in any period of time) is equal to the total 
S given to entrepreneurs producing “durable” equipment and to contractors 
plant. For a further discussion see M. Kalecki, Essays in the Theory of 
tuations, pp. 123 ff. 
imum output stream” of an entrepreneur is that stream of output which, 
trepreneur’s expectations of future demand schedules for his product and 
schedules of the factors, will maximize the present value of the entre- 
On this point see J. R. Hicks, Value and Capital, pp. 191-212. 
amount of capital goods for a firm to possess is the amount which 
nted marginal net value productivity of each of the productive agents (in- 


tue 
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output stream greater by a specified volume than its previous stream 
Therefore, if the rate of growth of expenditure on the output of the seryice 
industries increases relatively to the rate of growth of expenditure on the 
output of the non-service industries (except where an increase in the 
growth-rate of consumption indirectly increases investment), the volume of 
investment will tend to diminish (with a time lag) if the shift is perma. 
nent.**? Consequently, the growth of the service industries, relative to the 
economy as a whole, has an unfavorable effect on the volume of employ- 
ment during a period of prosperity via its effect on the volume of invest. 
ment.** 

During the depression, expenditure on the output of both the service 
and the non-service industries was diminishing. Under these conditions 
the effect of the shift on the volume of consumption will be the same as 
before, but the effect on the volume of investment will be somewhat dif- 
ferent. If the firms in both sectors are, on the whole, not expanding,” which 
is the case during a depression, the shift does not cause a diminution of 
new investment, but merely, in the short-run,*° a diminution in expendi- 
ture on maintenance and replacement. This (slump period) diminution in 
the volume of expenditure on investment goods will not be nearly so great 
as the reduction in the volume of investment that would result from a shift 
of equal magnitude during a boom. The reason for this is the well-known 
fact that the average annual expenditure on maintenance and replacement 
of plant and equipment (dividing the total expenditure on replacement by 
the number of years of life of the replaced item) is much less than the 
expenditure per annum during the period in which the plant and /or equip- 
ment is under construction. In periods where replacements are bunched 
this factor will be lessened in importance, but in periods where replace- 
ment expenditure is sparse, such as depressions, it will have redoubled 


cluded in the term capital goods) equal to its discounted marginal cost to the firm (eq 
to its price in the absence of monopsony). This is, of course, abstracting from di 
tinuities, 

* It is mecessary that the shift in the rates of growth last for a long enough period 0! 
time to convince entrepreneurs in the service industries that the shift in demand | 
merely a temporary shift. 

**It has been pointed out to me by Mr. Paul MacGann that there is some disgu 
investment in the service industries in the form of investment in personal capacitics, ¢ 
training for professional people, etc. To some extent, therefore, our argument tends ' 
underestimate the capital intensiveness of the service industries. However, it is impossid 
to measure statistically the amount of capital invested in a human being. Much of 
investment, moreover, is practically indistinguishable from consumption, ¢.g., living © 
penses of students, etc., and therefore we can not take recognition of this fact other thar 
to note it. It is the private, although statistically unsubstantiated, opinion of the 
that this is not an important exception to our argument. 

*? By an expanding firm we mean a firm which is currently making a positive net " 
vestment in its own plant and equipment. 

* The short-run, as usec here, refers to the period of time between the impact 
shift up to (but not including) the moment when all the firms have made full adjustment 
in terms of plant and equipment to the new situation. In the “long-run,” the diminution 
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yeight.". The result of a shift under these circumstances (/.e., a depres- 
ion) might conceivably be even to increase the volume of investment. In 
any case, however, the adverse effect on employment of a shift of the type 
with which we are concerned during a period of depression will be much 
maller than during a period of prosperity. 
Over the cycle as a whole it is very likely that investment and employ- 
lI 


nent will be diminished by an increase in the relative importance of the 
ervice industries. This is so even when we consider the rather remote pos- 
sibility that during a period of depression a shift might increase the volurne 
f investment, for it is almost certain that the reduction in new investment 
lue to a shift during periods of prosperity will outweigh any increase that 
ight conceivably occur as a result of the shift during depressions.*? We 
not claim to have proved conclusively that the growth of the service 
ndustries relative to the rest of the economy will diminish employment 
r the course of the business cycle, but we do believe that we have shown 
kelihood of such an occurrence. 
M. W. REDER 
Ilinots 


nd replacement will reduce the volume of investment no matter what happens 


| be clear that, for our purposes, a depression exists only when there is zero 
1et investment in plant and equipment in the non-service industries. On this 
few (if any) ordinary depressions are considered as such. This, of course, 
rgument as the shift is much more harmful to employment during periods 
han during depressions. 
e in investment during a depression would be very small since the in- 
ent in the service industries would have to counter-balance the diminution 
ind replacement in the non-service industries. 


TRANSITION TO A COMMODITY RESERVE CURRENCY 


The proposal to link the dollar with a composite unit of essential stora- 
ble raw materials, through provision of what is in essence free minting of 
the goods in the composite along with free redemption of money in the 
goods, is theoretically very attractive.* 

Granted that the proposal is administratively feasible, the price Jeve/ 
of a strategically important group of commodities, now subject to extreme 
price aberrations, would be absolutely fixed, though the prices of individual 
commodities would vary in much better response to, and adjustment of, 
supply and demand than is at present the case. 

There is good ground for the belief that the fixing of the price level of 
raw materials would give us as much stability in the general price level 
as is practicable or desirable. 

Commodity reserve currency would have the further great advantage of 
furnishing an unlimited demand, at a fixed price, for the composite of 
goods linked to the monetary unit. This would be a powerful factor in 
limiting, and offsetting, depressions, not only because it would prevent any 
fall in the price level in the raw material sector but because it would 
sustain production in that sector and put new money into circulation, in 
acquisition of goods for the reserve, which could only be brought to bear 
on the purchase of other goods. If, on the other hand, a purely inflationary 
boom were imminent, the resulting redemption of currency, in commodity 
units at the established price, would operate, both by increasing the im- 
mediate supply of goods and by reducing the supply of money, to stifle 
the menace. Such a currency would, in fact, be uniquely and automaticall; 
correlated with goods so as to assure not only a stable price level but also 
a persistent stimulus toward optimum production. 

The ideal situation would perhaps be to supplant all other forms of 
money with commodity certificate currency, but any such proposal is bound 
to encounter strong opposition based on fear of the unusual and unknown 
The principle will be the more readily adopted as in practice it departs but 
slightly from established usage and involves few changes in existing 
legislation which do not already command practically unanimous assent 
from all respectable writers on monetary questions. On these assumptions 
the following program is suggested: 

‘The proposal was originally set forth in detail by Mr. Benjamin Graham in his book 
Storage and Stability (McGraw-Hill, 1937) which was reviewed by the present writer «! 
the September, 1938, issue of the American Economic Review. Further reference was mact 
to it in my article on “The Primary Functions of Money and Their Consummation © 
Monetary Policy” in the Am. Econ. Rev., Suppl. vol. xxx, March, 1940, pp. 1-16 A sum 
marization of the plan has been published by the Committee for Economic Stability, § 
Broad Street, New York. Mr. J. M. Keynes treated some aspects of the proposal in 
article on ‘The Policy of Government Storage of Food Stuffs and Raw Materials’ in 


Econ. Jour. of September, 1938, and Professor Richard A. Lester has discussed it in 5! 
book Monetary Experiments (Princeton Univ. Press, 1939). 
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|. Commodity reserve money should be introduced on the passing of the 
oresent business boom and the appearance of a fall in the basic commodity 
orice level below a designated figure; 

All commercial banks shall, as of that date or earlier, be required to 
in the Federal Reserve System; 

3. The Board of Governors of the Federal Reserve System shall be given 
ower to fix at its discretion the reserve ratios required of member banks 
(the present proportions between the reserves required of central reserve 

ty, reserve city, and country banks may be maintained) ; 

4, All member banks shall be required to redeem their liabilities, on 

jemand, in cash or checks against their reserve balances at the option of the 
noider; 
3 5. The Federal Reserve Banks shall be directed freely to buy, at the 
prescribed dollar value, warehouse receipts representing designated com- 
posite commodity units and to pay therefor in Reserve Bank deposits trans- 
ferable only to a member bank; 

After a stated reserve of these receipts has been acquired by the 
Reserve Banks as a whole, the Reserve Banks shall be required to redeem 
their liabilities, on demand, in commodity units or gold at the option of 

e holder; 

A progressive tax shall thereafter be imposed on the Reserve Banks 
as a whole whenever the total of their commodity reserves falls below the 
stated figure. (Distribution of the tax as between the several banks should 
be in inverse proportion to the ratio of their commodity reserves to their 


for another, should be subject, as at present, to the dictate of the Board.) 


I take it that there will be no objection in informed and unbiased circles 
the proposals that all commercial banks be brought into the Federal 
Reserve System and that the Board of Governors of the Federal Reserve 
System be given discretionary power to fix the reserves required of member 
banks. No really effective control of our monetary and banking system 
s possible without these measures and they have been repeatedly cham- 
ioned in the most conservative quarters. The status and practice of member 
is not otherwise altered in the program above outlined. 

All of the present powers of the Federal Reserve Banks and Board, 
reover, are retained in their existing form. Discount policy and open 
market operations would be handled as at present. The progressive tax on 
the reduction below a stated minimum in the Reserve Banks’ holdings of 
-ommodity reserves is on all fours with the traditional tax on a reduction 
f their cash reserves below a required percentage of note or deposit 


shite 
VILITIECS, 


No conservative in monetary policy will deny that the Reserve Banks 
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emand liabilities, and rediscounting, by any one of the Reserve Banks 
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should be held to a redemption of their liabilities in something and, under 
the proposals made above, there could never be any pressure on the Re. 
serve Banks to do more than has always been necessary to prevent inflation. 
ary price movements. If, on the other hand, a deflationary situation should 
develop, the Reserve Banks would automatically acquire reserves through 
the delivery to them of commodity units for which the outside marke 
would, at the moment, be unwilling to pay the designated price. This 
would give them the fullest basis and warrant for a resolute policy in the 
expansion of credit. 

The rights of a holder of paper money, or of the demand liability of 
any bank, would be greater than they have ever been in the past. If by 
desired redemption in gold he could have gold but if, as is in many cases 
probable, he should prefer commodity units, they would be at his disposa! 

The Reserve Banks’ offer freely to purchase commodity units at the 
beginning of a presumptively severe depression would be a salutary measure 
of the first importance. If the slump would otherwise be prolonged, the 
minimum reserve, necessary before redemption in commodity units could 
safely be undertaken, would be quickly acquired and might be greatly 
exceeded. The excess would be all to the good. 

The transition to a system under which declines in the price level would 
be automatically checked, depressions automatically cushioned, and in- 
flationary booms automatically retarded, would, under these circumstances, 
be not only a painless prophylactic against future evils but also a useful 
therapeutic for those that were current. 

All of our present types of money and bank credit could be maintained 
along with the free purchase of gold at the established, or any other desired 
price. There is small reason now for refusing to redeem our money in gold 
and there would be none after a supplementary reserve in commodities had 
been established. No private hoarding of gold, or any other type of mone 
could then lower the price level of commodities in the reserve or prevent 
their production in unimpaired volume. The very pressure on their pric 
level, arising from the hoarding of gold or other types of money, would lead 
to an automatic expansion of commodity reserves in compensation of a0) 
reduction that might occcur in gold reserves through redemption of curren 
in the metal. Such an expansion of commodity reserves, through the sale 
of commodity units to the Reserve Banks, would be an assured and sel! 
liquidating accompaniment of incipient depression. Contrariwise, ban 
credit expansion on the basis of deposited gold reserves would be check d 
short of inflation through reduction in the commodity reserves, by redemp 
tion, to the level appropriate to the maintenance of stable prices. 

If our present gold policy is maintained the only possible safegu 
against a potentially great inflation is an increase in the reserve ratios 
required of member banks. But, if discretionary power in this matter ' 
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a to the Board, they would be able to prevent the current stocks, or 
probable increment, of gold from exerting such an inflationary influ- 
ace as would provoke the complete draining away of the reserves of 
mmodities once the latter were established. The same safeguard is effec- 
iainst reserves arising from the deposit of governmentally-issued 
inless, indeed, the government should proceed to put out fiat 
money in such volume as to render even a 100 per cent reserve requirement 
powerless to prevent a rising price level. Over all other present sources of 
reserve funds the Reserve Banks have complete control, on the proviso, 
in, that the government refrains from forcing them to put federal funds 
tt posal of member banks through the direct purchase of government 
curities or the like. 
A government bent on inflation cannot, of course, be stopped by any 
srescribed monetary policy. If commodity reserves were available at the 
tart of such a move, the redemption of commodity units would prevent 
ncrease in the price level of the reserve commodities until these re- 
ves were exhausted, but any such reserves might, of course, disappear if 
e government persisted in offsetting the ensuing decline in the volume 
y with new issues of other types of actual or potential federal funds. 
If, however, after commodity reserves were established, inflation were pre- 
ited by a credit policy designed to forestall their exhaustion, gold, as 
; commodity, reserves would synchronously be protected. 
Regardless of any reduction in gold or non-commodity reserve funds, 
ver, no deflation of the price level of reserve commodities, no sub- 
tantial deflation of the price level of other commodities, and, in these 
‘cumstances, no shortage of reserves in general, would be possible so 
long as free minting of the reserve commodities was maintained. 

t is barely conceivable that the present requirements on the percentage 
iding of gold reserves by the Reserve Banks might, at some distant date, 
require downward modification. This could happen if it was necessary 
sreatly to increase the liabilities of the Reserve Banks in the process of 
nting a decline in the price level.? As things now stand, however, this 

remote a contingency as to permit of incontinent dismissal. If it 
1ould ever come to pass it would call for special action whether or not 
lity reserves were in the picture. 

The method of introduction of commodity reserves proposed in this 

iper foregoes the complete automaticity which is one of the real virtues 

1 Wholly unadulterated commodity certificate money. If, instead of this 
method, all of our present cash should be replaced by commodity certificates, 
if all future changes in reserves should be limited to the deposit, or 


give 


any 


the advantages of a stable price level and of a steady stimulus toward 


reserves would then be rising but the gold ratio might fall. 


thdrawal, of commodity certificates with, and from, the Reserve Banks, 
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optimum production would be realizable without any discretionary, and 
therefore potentially abused, management of money. This result, even 
with a system of partial reserves against member bank demand deposits, 
could be attained, provided the former practice of fixed reserve require. 
ments for member banks were reéstablished—and the member banks used 
the reserves to the full. The sole regulator of the reserves would then be 
the influx, on private initiative, resulting from the ‘‘minting” of commodity 
units whenever the raw material price level would otherwise fall in a 
business slump, and the converse efflux, on private initiative, whenever 
the raw material price level would otherwise rise in an inflationary boom 
Such complete automaticity, always in the appropriate direction, has much 
to commend it. It would entirely remove the possibility of arbitrary official 
action. 

But objection to any such scheme would no doubt be taken on the ground 
of lack of elasticity. This objection would be even more strongly urged 
if, in the interest of conceptual purity or otherwise, a 100 per cent reserve 
of commodity certificates were required against member bank demand 
deposits. Such a requirement would, in addition, prove very expensive. In 
neither case, in my judgment, would the charge of lack of any desirable 
elasticity be truly justified but whether it was or not could not be proved 
in advance. There is, in any event, much to be said for the retention of 
techniques which have been empirically tested and found, on the whole 
good. 

If, then, holding to what we now have, we merely require the Reserve 
Banks to add to their existing functions the free receipt of commodity units 
against Reserve Bank deposits, and the redemption of all forms of mone 
in such units on demand, we can count on all the benefits which commodity 
reserve money promises, provided only that our monetary authorities are 
entitled to a minimum of confidence and are given the powers universally 
regarded as necessary to the control of any type of monetary system. So 
much reliance on the principle of administrative discretion, and no mor 
would not appear to be dangerous. 

International, as well as domestic, monetary and commercial relations 
would be carried on in the traditional manner. Exchange rates against gold 
currencies would be stable and gold could serve its traditional internation! 
functions. Exchange rates against other currencies would be subject t 
much less instability than has hitherto been present. Debtor countries 11 
the international account would have the great advantage of an opportuait) 
of meeting their debt through the delivery of commodity units, rather thaa 
gold, whenever they were short of the metal. This would well-nigh, if not 
completely, eliminate the transfer problem, would greatly diminish noxiow 
controls of imports and exports, and would tend to expand the volume 
of international trade. 
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Transition to a Commodity Reserve Currency 


Except for the cost, to the Reserve Banks, of storing the commodity 
reserve, .0 vested interest could be in the least injured by the innovation as a 
supplement to our existing practice. 

The expenses of storage might appropriately be assumed forthwith by 

covernment as the cost of maintenance of a satisfactory monetary 
stem, though, in the alternative, they might be defrayed by seigniorage 
harges. Investigations have shown that they are unlikely to run to more 
in one or two per cent of the pre-1940 revenues of the national govern- 
ent and they would certainly be minor compared to the real cost of our 
recent acqusitions of gold. They would, in any case, be very cheap insurance 

ist enormous evils which commodity reserve money would, so well 

in be seen, go far to avert. 

FRANK D. GRAHAM 
n University 
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ECONOMIC RESEARCH IN THE FEDERAL GOVERNMENT: 
I 


In view of the great number and wide variety of contributions of gov- 
ernment to economic research and the consequent breadth of my subject, 
it might be appropriate to begin with a careful delimitation of it. Unfor. 
tunately, economic research is a peculiarly difficult thing to define. More. 
over, the difficulties are far greater in the case of government, and I believe 
in that of business, than they are for a research institution or even a uni- 
versity. 

It has been frequently suggested that a running inventory should be 
maintained of research projects under way in government. If well done. 
such an inventory might be a very useful “clearing house.” But to be useful 
it would have to be done with discrimination. Otherwise, it would be 
bogged down with a host of undertakings of little consequence and little 
relevance. Such undertakings are vastly more numerous than research proj- 
ects which promise to be of material value. 

Let me illustrate some of the problems of defining economic research 
in government which such a running inventory would meet. A cabinet 
officer or other high executive desires information on the best way to 
finance new industrial facilities to support the defense program. He asks 
for a confidential memorandum. Or perhaps this government executive 
plans to make a speech on the subject of industrial facility financing and 
asks to have a draft prepared for him. Or again one of his correspondents 
has inquired about this subject, and he requests a draft reply. In each case 
the government employee of whom the executive makes his request 1s 
seeking to give the best answer he can to a question which most of us 
today would regard as definitely in the realm of economics. Is the process 
of preparing the memorandum or draft, letter or speech, to be regarded 
as economic research? Is it equally economic research if the government 
employee is allowed on the one hand two or three hours for the task at 
on the other two weeks or possibly two months, or even more? Is it equally 
government economic research if the government employee who receive: 
the request for the memorandum or draft is a librarian? a lawyer? a news 
man? a secretary? a ghost-writer? an economist? Clearly the answer 1s 
“No.” 

Nor do these cases exhaust the difficulties of defining economic research 
in government. Under what circumstances, if any, are the following to b 
regarded as economic research: the taking of a census; the holding of a 
hearing on convenience and necessity in connection with a new railroac 
line; the tabulation of statistics from income tax returns; the compilation 
of an index number? Is the mere routine collection or tabulation of statistica 
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‘This paper was read at the round-table on economic research at the annu: 
of the American Economic Association at New Orleans, December, 1940. 
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data economic research? Or must it be coupled with appropriate planning 
and interpretation? Clearly planning and interpretation are essentials of 
research. The case of a commission hearing is particularly awkward. The 
jyestion to be answered may be clearly in the realm of economics. The 
evidence needed to answer this question may be gathered objectively and 
xccording to strict rules uniformly applied. But if the facts are organized 

| interpreted in accordance with quasi-judicial procedures, ought we to 
all the process “economic research’’? I think not. 

With these troublesome cases in mind I should like to venture a more 

instructive statement as to what economic research in government is. I 

ggest that to be economic research an activity must involve three ele- 
nents: (1) it must seek to provide an answer to an economic question; (2) 

must collect or determine facts pertinent to answering such a question; 

3) it must organize and interpret these facts so as to provide the answer 

dance with sound research procedures. The difficulty in defining 
research in government derives from the fact that while economic 
questions are frequently posed and while facts are frequently sought to 
inswer such questions, a variety of procedures are used in organizing and 
preting these facts to give answers to these economic questions. 

No doubt it will be said that I have offered a definition of economic 
research which does not define; that it still remains for me to state what 
processes of organization and interpretation of facts are essential to eco- 

research. It may even be said that the formulation I have offered 

ives it a matter of taste to determine whether a given activity is economic 

i.é., whether the procedures are sound research procedures. To 

harge I gladly plead guilty. Indeed, the proposition that there are no 

learly established standards of economic research in government is a large 
part of my present thesis. 

For the moment, however, I wish to note that my unsatisfactory definition 

t economic research has certain advantages in dealing with the troublesome 

es | have posed. A mere gathering of facts to answer an economic ques- 

n is not enough to constitute economic research even if the answer is 

hat economists would generally regard as the correct one. If the pattern 


f collection and compilation has already been established, as in the case 


' an established index number; or if the procedures of organizing and 
nterpreting facts are quasi-judicial, as at a hearing; or again if the processes 
lection and organization of facts are casual and abbreviated, as they 
naracteristically are in the case of letter writing, I think it would be gen- 
rally agreed that we ought not to call the process one of economic research. 
‘ the processes of collecting, assessing, organizing, and interpreting facts 
‘0 answer an economic question are to be designated ‘‘economic research,” 
‘ese processes must conform to appropriate standards. Such standards are 
not yet adequately established. 
In the light of this imperfect definition, let us proceed to consider the 
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main functions which economic research in government performs. I suggest 
that these are as follows: 

1. Economic research may serve as an aid in the formulation of public 
policy. 

2. Economic research may serve as a means for effectuating or enforcing 
a public policy. 

3. Economic research may be an end in itself, or at any rate the answers 
which it seeks to provide may be desired for their own sake. 

4. Economic research may be a pawn in the game of politics or bu. 
reaucracy. 

5. Economic research may serve as a form of made work. 

Let us consider each of these functions in turn. 

1. As an aid in the formulation of public policy. Economic research may 
be involved at various levels in the formulation of public policy. It ma 
precede and provide assistance in the framing of legislation—thus ex. 
tensive investigation was the precursor to the Social Security act, and much 
earlier, to the Federal Reserve act. Also estimates of tax revenue regularly 
precede federal revenue acts. And many of the monographs now issuing 
from the T.N.E.C. should be classed at the legislative policy level, whatever 
Congress may do to these proposals. Again, economic research may aid in 
the executive formulation of policies, as did the terminal and freight-car 
studies of the Codrdinator of Transportation. There are recurring examples 
of this use of research in connection with the development of international 
trade agreements or with the easing and tightening of Federal Reserve 
credit. Or economic research may operate at a much more detailed level; 
for example, in connection with the actions of the Defense Commission on 
proposals for the locations of new industrial facilities. 

Without passing judgment upon any of these illustrations of research 
it is well for us to bear in mind our imperfect definition. Decisions ot 
public policy are made by legislators or other officials of government on 
the basis of those answers to economic questions which they have come t 
accept. Those answers may be the answers which sound and adequate te 
search has given, and sound and adequate research may be responsible for 
their acceptance. But economic research has no monopoly of influence upon 
legislators and other officers of government. Indeed, “free-for-all” compe- 
tition between economic research and other processes of organizing 4 
interpreting facts to answer economic questions may be said to prevail 
is, I think, fair to report that this competition among methods of answering 
economic questions has latterly been subjected to some restraints; that 
substantial progress has been made toward the establishment of fair min 
mum standards of professional economic workmanship, but unsound com- 
petition in the perpetration of economic findings has certainly not yet been 
eliminated. Skill in presenting economic findings to a government official 
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: personal relationship which gives that official confidence in the finder 

» be far more important in getting economic findings accepted than 

ional research competence. 

e a means of effectuating or enforcing a policy. Economic research 
may be employed as an instrument of law enforcement. Thus it may be 
used extensively in the development of a brief in an antitrust case or a 
National Labor Relations Board case. Again it may be used to aid in patch- 

> loopholes in the law. For example, we may have studies of tax 
evasion and delinquency. There is indeed no sharp line between the use 
f economic research as an aid in the formulation of economic policy and 

use as a means of effectuating policy. We may ask whether the findings 
f the Tariff Commission under the flexible tariff act illustrate the first 
cond function of economic research. 

As a means for effectuating public policy economic research may stand in 
one of three rather special relations to the policy. First, it may provide a 

intitative base to which a procedure established in law is to apply. Thus 
the price parity legislation for agriculture involves the problem of finding 

t parity is. We need not agree with this agricultural economic policy 

) designate the process of measuring parity as economic research. Railroad 
iluation has probably included enough economic research to be cited as 
. further illustration of the use of research to establish a quantitative base. 
Second, the provision of facts through economic research may help directly 
to promote the policy of a better functioning of our economy. Thus we 
have various agencies designed to provide market information; the Market 
News Service and the Division of Crop Estimates of the Department of 
ilture are cases in point. A substantial part of the work of the Secur- 
ind Exchange Commission may be said to fall in this category; also, 
of the work of the Federal Reserve Board. Third, economic research 
serve as a subsidy in kind. This special method of effectuating a policy 
not sharply differentiated from the second. Some of the work of the 
Department of Agriculture may be classified here; also some of the foreign 
conditions work of the Bureau of Foreign and Domestic Commerce 

and Sta te Department. 

To say that economic research may function as a means of effectuating 
policy is to raise again the question, ‘‘What is economic research?”’ Economic 
findings may be used regardless of the process by which they were arrived 
t. If com petent economic research has in recent years more frequently been 
preferred to competing methods of providing answers to economic ques- 
“ions, We must not forget that most of those who have exercised this prefer- 
ence lack professional economic competence. Professional economic re- 
s¢ ne in government is subject to a grave difficulty. Findings of economic 

ct and recommendations of economic policy must be judged ultimately 
»y an executive or other government official who may commonly be pre- 


I+ 
ef + 


530 Morris A. Copeland [ September 


sumed to be without professional competence as an economist. And if there 
are competing economic findings or competing recommendations the choice 
between them will almost inevitably be made by a lay-economist using 
layman’s criteria. 

3. For its own sake. Intellectual curiosity is undoubtedly an important 
motive force in economic research in government. It is present in most 
economic studies; in some it is the main motive force. As illustrations of 
this latter sort of study may be cited the work on the national income and 
on the balance of international payments by the Bureau of Foreign and 
Domestic Commerce and the studies of population and of patterns of 
consumption and income by the National Resources Committee (now the 
National Resources Planning Board). To be sure, idle scientific curiosity is 
not likely to be the predominant objective of any research project unless 
the general public shares the curiosity with technical economists. Moreover 
even here we cannot escape the question, “What is economic research? 
How distinguish it from off-hand letter writing?” 

4. As a pawn in the game of politics and bureaucracy. This fourth func- 
tion of economic research in government, if function it be, is listed to call 
attention to the diversity of motives for economic research. Research may 
be undertaken or continued, discontinued or avoided, from motives which 
have little or nothing to do with an interest in economic truths either for 
their own sake or as aids in the formulation or effectuation of public polig 
The characterization of these motives as political or bureaucratic suggests 
that it may not be tactful to cite illustrations of all of them. It may be noted, 
however, that one reason for the continuation of economic research is the 
force of inertia and tradition. Again, new economic research may be under- 
taken because of the desire on the part of a bureaucrat to expand his fun 
tions without any particular concern on his part as to what functions he 
expands. 

A converse case to that of bureaucratic expansion is the cutting off of a 
research unit, not because the research has been judged by competent econo- 
mists to be worthless or poorly done, but because the research unit is 2 
vulnerable part of an organization under political attack. Without com 
mitment on the merits of the case, except to note that the professional 
merits were certainly not decisive in its termination, citation may be made 
of the Division of Economic Research of the National Labor Relations 
Board. A somewhat different aspect of the motives which may affect the 
conduct or non-conduct of economic research was revealed by the N.R.A. 
The proposal to incorporate in a code a provision for economic research 
to determine whether the code is operating satisfactorily in the public 1 
terest was commonly regarded as on a par for bargaining purposes with all 
the other provisions of the code. Thus, the attitude of business was It 
quently that such a provision for economic research was a concession, the 
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¢ of which should be offset by appropriate relief to business in the 
n affecting the level of wages or in some other substantive pro- 


5. As a form of made work. No list of functions of economic research 

a government would be complete without mention of F.E.R.A., C.W.A., 

and W.P.A. projects. Some of these which have had comparatively little 

verhead financial assistance, such as the Financial Survey of Urban Hous- 
e made important contributions to our knowledge. 


II 


If I have suggested by the above discussion of functions a modest réle 
r economic research, let it be noted in passing that it is certainly not 
tended here to minimize the accomplishments of economic research in 
sovernment. It would be conservative to say that these accomplishments 
of substantial and increasing importance. In the fields of agriculture 
| banking, government research is pre€minent. It is outstandingly im- 
too in analysis and forecasting of business conditions. There is, 
no field of economics, except economic theory, in which the contri- 

ns of government research are not a substantial part of the whole. 
nomic research in the federal government enjoys several important 
tages. In addition to the Library of Congress there are a number of 
| economic libraries. There is also ready access to a very large part 
basic statistical data in this country and to the methods involved 
ollection and compilation. There is even a chance to influence gov- 
t questionnaires and report forms. In access to basic economic data, 
ther American city can approach the facilities offered by Washington. 
ther advantage enjoyed by economic research workers in the federal 
nent may be noted. First, the fields of economic inquiry are less 
into detailed specialties than in academic life. Boundary lines 
ialties do not restrict freedom of inquiry. Second, clerical assistance 
hanical aids to research are more plentiful than in academic life. 
is, however, no reason to think that government research has any 

over research in business in these last two respects. 
he other side of the ledger we must reckon with a number of dis- 
I propose to dwell disproportionately upon these disadvantages 
lead up to several recommendations for improvements. Let me 
in spite of this disproportionate emphasis, I am convinced that 
is relatively a substantial ledger credit balance in favor of economic 
in government. 

mong the drawbacks to economic research in government may be 
i the pressure for prompt results which makes it difficult for govern- 
develop long retrospects in statistical data or to engage in studies 
equire several years to reach a conclusion. Abstract and highly theo- 
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retical inquiries are also not likely to be welcome in government. None 
the less, opportunities are offered for research upon a very wide variety of 
questions. 

A second disadvantage is a tendency which I shall describe as “official. 
ism.”’ Government officers and employees have been too often characterized 
by lack of imagination and an unwillingness to ‘‘stick out their necks.” | 
believe, however, that the extent to which government differs from other 
organizations in this respect has materially decreased in recent years. | 
suggest that a system of personnel exchanges between universities and 
government analogous to professorship exchanges would still further im. 
prove the situation. Such a plan would both encourage initiative and new 
ideas and strengthen generally the economic research personnel of goy- 
ernment. 

A third disadvantage may be referred to as ‘canons of governmental pro- 
priety.’’ I am inclined to believe that the importance of this difficulty has 
frequently been overstated, but such a difficulty there certainly is. It raises 
a question as to how far a governmental agency can be objective and candid 
if the economic research affects a current political issue on which a te- 
sponsible official is committed, or again how far government economic te- 
search can be objective and candid if it involves an appraisal of govern: 
mental administration. Governmental propriety may also restrict the forms 
of language used. I suggest, however, that the principal danger to freedom 
of economic research comes from the canons of governmental propriety 
only when they operate in conjunction with the timidity and lack of imagi- 
nation that has too often characterized government officials. It scarcelj 
seems too much to assert that, with a fair amount of ingenuity in form of 
expression, the research worker can find a way to say almost anything with- 
out violating the canons of governmental propriety. 

A fourth difficulty has to do with existing procedures for training anc 
recruitment. Two principal sources of young economists are the graduate 
schools of our universities and clerical positions in government. The objec: 
tions to developing an economist out of a clerk by apprenticeship need n 
elaboration. The legal profession is in process of discarding such a pfo- 
cedure. The main difficulty with graduate schools as a source of young 
economists, to my mind, may be briefly stated: Work in the various subject 
fields, banking, public utilities, and so forth, and work in such a major 
empirical technique as statistics are, in our graduate schools, kept in sepa 
rate mental compartments. Thus a graduate student who gets his banking 
theory from a professor of banking may have to look to a professor of st 
tistics for an analysis of banking statistics. So long as the division of acx 
demic labor designates one man a statistician for the whole of economics, 
if not more broadly, these mental compartments are likely to continue. | he 
unwisdom of such a division of labor is illustrated by supposing an analo- 
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cous arrangement in physics. Imagine, in the field of physics, getting one’s 
boratory work exclusively from a professor of laboratory! Fortunately 
sovernment economic research on a problem we do not ordinarily assign 
the theory to one man and the statistical analysis to another. 
A recent development which avoids such undesirable mental compatt- 
ts and which promises well for improving our training for economic 
h is the interne system. There has been established in Washington 
under the sponsorship of the National Institute of Public Affairs a system 
of interneships under which neophytes in the social sciences (and other 
is) are placed in government agencies of their own choosing for a 


r to study and observe agency operations and to carry out practical as- 
ignments. Internes are on a full-time, non-salary basis in these agency 


positions. I am glad to say that the Rockefeller Foundation has recently 
renewed its administrative grant to the Institute for the continuation of 
this experiment. The program would, I believe, be better for purposes of 
training economic research workers, if two or three years of graduate work 
were a prerequisite to interneship and if it were administered by the pro- 
fession. In any event it is to be hoped that the interne system may develop 
and become a permanent arrangement and that in the not too distant future 
new recruits to the economic profession may be expected normally to go 


through a period of interneship. 


yCa 


III 


Probably the most important difficulty which government research faces 
is associated with the difficulty of defining government research. There are 
today no clearly established professional standards of competence for eco- 
1omic research workers. We cannot today say with any certainty who is an 

list, nor can we with assurance draw the line between various other 

itions in the federal service and the position of economist. Some econo- 

ts have the title ‘‘statistician”; many sociologists have the title ‘‘econo- 

But if this were all, the case would not be so serious. The distinction 

an economist, on the one hand, and an administrator, a fiscal 

list, an engineer, a lawyer, or a field man, on the other, is not too 

ply drawn. Recently an attempted sampling enumeration of economists 

the federal service encountered difficulties. According to this count, there 

more than five thousand. There are some three thousand members of 

American Economic Association. We don’t know what an economist 

many economists there are. The National Resources Planning 

and Civil Service Commission are now in process of compiling a 

National Roster of Scientific and Specialized Personnel which will include 

nbets of the American Economic Association. It will not tell us how 
hany economists there are. 

The absence of standards of professional competence in government 
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economic research is, I believe, associated with the fact that there is po 
regular procedure by which a memorandum or other document embodying 
the results of such research is passed upon by other economists, as, for 
example, a doctor’s thesis is passed upon. Findings of government research 
workers, of course, may be and often are presented before the annual 
meetings of this Association or submitted to professional journals for pub- 
lication. They are also frequently published elsewhere. They may appear in 
government documents. Or again they may be confidential and not be made 
public at all. Publication in a professional journal plays too small a rile 
to exercise a dominating influence on one’s standing as a government em- 
ployee. 

Both the difficulty in identifying economists in the federal service and 
the fact that there is no regular procedure in government for submitting 
economic research to the judgment of professional economists are partly 
responsible for the absence of standards of professional competence in 
governmental economic research. But there is a third and more basic factor 
which underlies them: there is no formal point under present arrangements 
at which a neophyte becomes an accredited member of the economic pro- 
fession. If professional (or other cult) standards are to be maintained, it 
is, I think, generally recognized by anthropologists that there is need for a 
formal initiation procedure. Formerly the Ph.D., although only in process 
of establishment, served as an initiation procedure for the economic pro- 
fession. At that time, our institutions of higher learning were both less 
numerous and more homogeneous than they are now. The Ph.D. conse- 
quently was a fairly effective type of initiation procedure. Today the number 
and diversity of academic institutions makes a locally administered initiation 
procedure somewhat unsatisfactory. Moreover, the fact that a large and 
growing proportion of the economic profession is engaged in research 
work in government and in business means that the Ph.D. is not adequatel) 
representative of the profession as a whole. Although satisfactory statistics 
are not available, I believe it is safe to assert that a substantial and increas: 
ing proportion of new recruits to the economic profession in government 
positions are without doctoral degrees. There is, then, urgent need for some 
generally accepted and nationally administered initiation procedure for the 
economic profession; and such a need is particularly urgent as it affects 
economic research in government. 

I believe that the most important single thing that could be done for the 
improvement of economic research in government is establishment of 
new initiation procedure, of a system for certifying that economic research 
workers have attained a given high degree of professional competence. Sucli 

a plan would not give to government officials who are laymen a professions! 
judgment as to which of two competing economic findings i is correct. There 
is too much disagreement among professional economists for this to be 
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e. Nor would the plan of certifying professional competence subject 
e than a small part of the economic research done in government to a 
essional judgment. To judge all economic research professionally would 
a very large undertaking. Moreover, we do not have such an arrange- 


nent for other professions. 


is proposed is a judgment of economists at an early stage of their 


ireers. The government official who must use the results of economic re- 


uch is, I submit, in a position analogous to that of a patient who must 
n the diagnosis of a physician. To protect their patients we require 

professional competence of physicians be certified before they can 

‘My proposal is that certification of professional competence be 

blished for economists, but on a voluntary, not a mandatory, basis. 

| recognize that there are serious difficulties in such an undertaking. 


Substantial administrative costs would be involved. And it will be said 


hat it will be difficult to rate young men and women—and older ones to 
tart with—without doing serious injustice. These are familiar arguments 


inst the establishment of fair labor standards. There is no more reason 
ok the difficulties insurmountable in the present case. The problem of 
ing professional economic competence is like—and certainly no more 


r connections. Analogous statements have been used, for example, 


lifficult inherently than—the problem of conducting effectively a general 


1 


service examination for economists. It would presumably involve, first, 


milar appraisal of the candidates’ ability, education, and experience, but 
th a fuller use of economists in the process of appraisal; and, second, 

ptance of a suitable thesis or piece of research. Incidentally, a sys- 
tem of professional certification would greatly assist—and it would, I 
improve—the rating of civil service examinations. The increasing 
ince of civil service examinations for economists in our economy 


the carrying out of my proposal involves difficulties, there are also 
in rejecting it. Unrestrained quality competition among producers 
t in general offer adequate protection to the public interest. It may 
) product deterioration or the substitution of salesmanship for quality. 


Gresham's law was a recognition of the significance of quality competition 


id of money and the need for maintaining a standard. As J. M. 
nted out, the difficulties of quality competition are particularly 
hen the competition is between qualities of professional service; for, 
the producer is a practitioner of a profession, the consumer as a lay- 
facto incapable of judging in advance the quality of what he 
sequently, there is need to establish standards to protect the public 


mic research is a profession. If sound economics for the professions 
r establishing minimum standards, it seems appropriate that econo- 
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mists should apply the finding to their own calling—should certify pro. 
fessional competence to practice economic research. If something |ike 
Gresham's law is not to operate in the field of economic research, we 
should find ways and means to overcome the difficulties involved and intro. 
duce the equivalent of coinage for research workers who conform to suit: 
able minimum standards. Without attempting to provide a detailed specifi 
cation for such a system for initiating neophytes into the economic profes. 
sion and certifying their professional competence, I should like to Suggest 
that if such a system is successfully to promote improved economic research 
it should conform to the following conditions: 

1. Rating should be clearly independent of the position of any party on 
any current political issue. 

2. The task of rating should be fully in the hands of professional econo- 
mists and other social scientists. 

3. There should be emphasis on the use of the various techniques of tc- 
search, including statistics. 

4. There should not be emphasis on narrow specializations. The lines 
between fields within economics and probably between economics and its 
sister social sciences should not be unduly emphasized. 

Morris A, COPELAND 

Washington, D.C. 
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WATERWAYS VERSUS RAILWAYS 


Three propositions are here advanced: 
1. The total cost of light-draft waterway transportation to shippers, 
olus the costs imputable to the federal government, are less than the rates 
-harged shippers for equivalent service by railroad. This involves considera- 
n of inland and coastal navigation as a system, and does not imply that 
or even most separate waterway projects are economically sound except 
rts of a system, since a few extremely low-cost channels can offset 
maller high-cost channels. 
Waterway competition is not a significant factor in the present dif- 
ties of the railroads. 
3. The plight of rail carriers would not be alleviated if federal aid to 
t-draft waterways were entirely abandoned. 
It is not proposed to offer an elaborate rebuttal to the arguments that 
n advanced by many writers against river and canal navigation.’ 
id misunderstanding, however, it may be well to note certain dif- 
ferences between this survey and some of the analyses presented by water- 
Way nents. 
ept for port rivers, which are classified with their harbors in the 
reports of the army engineers, this study embraces every improved 
y in the United States on which the net registered tonnage by barge 


ve 


ght-draft motorboat in 1938 exceeded the net registered tonnage of 
or lake vessels.? All studies adverse to waterways have relied on a 

» method. 
This investigation considers the influence of length of haul as a factor 
id rates. With one exception, adverse critics have relied on average 
revenue to railroads as the basis for their comparisons, in spite 
fact that rail hauls are typically from two to three times as long 


| 3 
nauis, 


Bureau of Railway Economics, Economic Survey of Inland Waterway Trans- 
the United States (1930); Harold G. Moulton and associates, The American 
Problem (1933); Harold G. Moulton, Waterways versus Railways (1913, 
); Frank M. Patterson, ‘The Investment Value of Inland Waterways,” Public 
rtnightly, vol. 26 (1940), pp. 207-13; President's Committee (“Committee of 
Submit Recommendations upon the General Transportation Problem, Report 
S. Federal Coérdinator of Transportation, Section of Research, Public Aids to 
vol. iii (1939). 
list chosen for analysis was ‘Rivers, Canals and Connecting Channels,” 
of the Chief of Engineers, U. S$. Army, 1939, pt. Il, p. 23. To this were 
ved waterways that are listed in the cost reports but that did not carry any 
reight in 1938, Then light-draft channels were separated from ship channels 
fa separate analysis for each stream of the “Trips and Drafts of Vessels” 
report cited. 
ge haul in 1938 for Class I railroads was 207.3 miles (U. S. Interstate 
ission, Statistics of Railways in the United States, 1938, p. S-41). In the 
verage haul was 103.9 miles on light-draft waterways and 72.1 miles on 
s (Table II below). 
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If parts of a river are used by ocean or lake vessels, as in the case of the 
Hudson above New York City and the Mississippi below Baton Rouge 
imputed government costs are here allocated on a ton-mile basis to the 
traffic of heavy-draft as well as light-draft carriers. Some studies of water. 
way costs have assigned all expenditures to the light-draft traffic. 


Waterway Costs 


Table I presents a summary of imputed annual federal costs on the 
waterways of the country, classified by geographic areas. The general 
procedure involved is to accept the cumulative costs for new work reported 
by the army engineers without adjustment, except for the Mississippi River 
below Cairo, which is officially a flood control project. It is not believed 
that refined methods of cost allocation for the Mississippi would give 
an answer essentially more valid than a rough computation, so that capital 
costs have been taken at one-third the total cost for new work, including 
both previous and existing projects; maintenance has been assigned te 
navigation for all dredging, revetment and contraction costs. This probablj 
overstates the navigation costs which would be worked out in a more 


TABLE I 


FEDERAL Costs ror Waterway Projects, 1938! 


Num-| Federal Costs Annual | 5-Yr. 
ber of New Work | Capital | Average 
Proj- to Cost | Annual 
ects | June 30,1938 | at 4.26% (Maintenance 


Section 


New England 13 4,913,179 209,301 $ 136,804 $ 
Middle Atlantic 3 22 ,993 ,996 979,544 | 438 ,316 
Chesapeake Tributaries 3 13 ,350,245 568,723 | 465 , 206 
South Atlantic 26,968,738 1,148,865 | 773,606 
Gulf, East of Mobile Bay | 23 22,159,721 944,002 | 284,080 
Gulf, West of Mobile Bay 37 , 326,817 1,590,125 1,013,935 
Mississippi Valley : 760,108,370 | 32,380,618 | 14,563,901 
Pacific 9,836,695 419,043 | 268 , 696 


Total, Light-Draft | 
Channels 302 897 ,657,761 $38,240,221 $17,944,544 
Shi P Channels Reporting | | 
lon-Miles? 109,137,337 | 4,649,251 | 3,538,428 
Total, All Channels | | 
Reporting Ton-Miles 322 $1,006,795 ,098 ‘$42,889, 472 $64,372 


iC ary from Annual ines of the Chief of Engineers, U. 8. Army, 1933-38 

2 Ship channels not reporting ton-miles include most port rivers and four short ¢ ni 
canals; namely, Keweenaw Waterway, Mich.; St. Marys Falls, Mich.; Detroit Ri ver, 
and the Lake Washington Ship Canal, "Seattle, Wash. 


al 
| 
Tota 
Federa 
Costs 
1 417 
19 
2,604 
46.9445 
687.74 
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ful allocation.‘ 

It is assumed to be a good policy to amortize the federal investment over 
. fifty-year period. A basic interest rate of 314 per cent is used, which 
rate for interest plus amortization of 4.26 per cent by the sinking 
method. Because maintenance (which includes operating costs) 
tes widely from year to year, this factor is averaged over the preceding 
years. The total of imputed annual capital cost plus average maintenance 

1 as the total annual federal cost. 
Table II analyzes what may be called line-haul waterway freight; that 
s, it eliminates passenger and ferry traffic, recreational boating and non- 
ercial fishing. It also makes appropriate corrections to avoid duplica- 
tonnage for through traffic, but to include this traffic for a few 
li ike Lake Champlain and the Cape Cod Canal that were improved 
accommodate through traffic. Cargoes in transit are not in- 


TABLE II 


ALLOCATION OF FEDERAL Waterway Sussipy, 1938! 


Total An- | Aver- |Subsidy 
nual Federal age per 
Costs Tons lon-Miles Haul Ton- 
(Table I) (Miles) | Mile 


346,106 57 ,497 , 37 .0 |$.0060 
1,417,862 12,322,800 1,029, 163,307 .0014 
1,033,930 4,800,236 391 , 933,305 .0026 

,922 ,472 3,844,206 150,565,079 39.2 .0127 

, 228 ,082 1,088 ,610 34,838 ,068 KB .0353 

, 604 ,063 28 004,262 1,607 314,474 57.4 | .0016 

,944,519 80,856,187 | 10,981,186,780 35.8 | .0043 

687 , 741 4,586,751 53,057,177 .0130 


$56,184,775 | 137,716,389 | 14,305,555,564 3. .0039 


8,187,679 94,535,067 2,445,128 ,659 .0033 


nnels 
n-Miles \$64,372,454 | 232,251,456 | 16,750,684,223 | 72.1 | .0038 


from Annual Chief of U. S. Army, 1939, pt. LI. 


War Department, Chief of Engineers, Flood Control in the Mississippi 
ng., Ist sess., House Document no. 90 (1927), pp. 4-5; ibid., Control of 
‘vial Valley of the Lower Mississippi River, 71st Cong., 3rd sess., House 
8 (1931), pp. 4-11; H. L. Lutz, “Financing Flood Control Measures in 
Valley,” Jour. Land and Pub. Util. Econ., vol. 5 (1929), pp. 169-75; 
Allocation of Joint Costs in Multiple-Purpose Hydro-Electric Projects,” 
June, 1935, vol. xxv, pp. 224-35. 
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cluded.® The significant ratios in this table are average haul and computed 
federal subsidy per ton-mile. 

To complete the picture, a measure of shippers’ costs is needed, The 
most careful study that has been made of this factor is that of the Sectiop 
of Research, Federal Codrdinator of Transportation, whose findings ar. 
summarized in Table III. 


Tasce III 


TypicaL WaTeRwAY Line-Haut AND TERMINAL Costs! 


Line-Haul Terminal 
Class of Service Cost Per Cost 
Ton-Mile Per Ton 


Common carrier, lower Mississippi River .002 $1. 
Common carrier, Ohio, Illinois, Warrior Rivers : 1, 
Bargelot, Mississippi and Ohio Rivers 

Bargelot, channels less than 9 ft. 

Bargelot, coal and similar commodities, small tows 
Bargelot, coal and similar commodities, large tows 
Petroleum, tows of 1,000 tons, 9 ft. channels 
Petroleum, tows of less than 1,000 tons, less than 9 ft. channel! 


1 Compiled from Federal Coérdinator of Transportation, op. cit., vol. ili, pp. 55-72. For 
somewhat different method of analysis, compare U. S. War Department, Chief of Engineers, 
Lake Erie and Ohio River Canal, 76th Cong., 1st sess., House Document no. 178 (1939 
pp. 57-60, 284-98. 


Well over half the tonnage and substantially half of the ton-miles on 
inland waterways are carried by bargelot operators; however, the data 
given for many individual rivers indicate that a not inconsiderable portion 
of waterway freight is carried in extremely light-load craft.’ As an ap 
proximation for further use in this study, a line-haul cost of 4 mills per ton 
mile and a terminal cost of $1.00 per ton will be used. Both of these 
figures are considered liberal in the light of the foregoing discussion. 

Most railroad freight, of course, goes under commodity rates, and it 
impossible to find a strictly comparable measure of shippers’ costs by ra 
The basic Eastern District sixth class scale, which has been raised ap 
proximately 10 per cent by I.C.C. Ex Parte 123, and which is subject t 
arbitraries of approximately 10 per cent for branch line hauls, has been 
taken as an appropriate measure of railroad rates. Some high-tonnage 
waterway freight would go at commodity rates lower than Eastern sixt 
class, but most of it would go at higher rates. A comparison of waterwaj 


* Mississippi River traffic that goes into the Yazoo River and back out again ‘ 
stopover at Vicksburg is an example of “cargoes in transit.” ; 

*Cf. “Trips and Drafts of Vessels,’ Annual Report of the Chief of Engineer l 
Army, pt. Il, for each waterway. 
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-osts with rail rates at this scale is not overstating the case for the waterways.’ 
a comparison is made in Table IV. 


TABLE IV 


ComPARISON OF WaTERWAY Costs RAILROAD RATES 


Waterway Costs! 
| Rail- 
Road 


Average |_ =. 
Haul 
(Miles) | Terminal | 


| 

| Federal | Total Rate? 
| 

| 


$.0060 | $.0485 | $.0667 
.0014 0173 | .0353 


$.0385 
.0119 


.0422 | .0550 
.0706 | .0629 


tlantic .0255 .0127 
ist of Mobile Bay 32. .0313 .0353 
f Mobile Bay d 0174 | .0016 .0230 | .0433 
Valley 35.8 .0074 | . | .0043 .0157 .0257 


0862 | .0040 | .0130 | .1032 | .12 


lributaries .0122 | .0026 | 0188 | .0353 
| | 


9 | $.0096 | $.0040 | $.0039 | $.0175* | $.02914 


1 on Table II; costs shown are per ton-mile, with line-haul rate at 4.0 mills per 
1 terminal costs at $1.00 per ton for average haul shown. 
ites shown are per ton-mile, computed from basic Eastern scale, sixth class freight. 
ht Traffic Red Book (1940), pp. 1106, 1125. 
that these averages do not include ship channels, which are not ordinarily competi- 
lroads. 
risons between average rail and water costs are subject to qualifications introduced 
541-43. 


Every waterway cost here given is less than the railroad rate shown, 
pt for Gulf tributaries east of Mobile Bay. The average ratio of rail 
to water costs is tentatively set at 1.66:1. 


Qualifications 


[he procedure followed is approximative, but it is believed that the 
rces of error tending to overstate the federal contributions and shippers’ 

by waterway are larger than those tending to understate the costs 

of light-draft navigation: (1) The analysis ignores the demonstrable fact 
that for many projects navigation is in part a legal fiction blanketing other 


t study of the comparative quality of river and rail freight is that of John D. 

gives the 1928 average value per ton for railroad freight as $53.08 and for all 
United States as $42.10. (“An Analysis of Mississippi River Traffic, 1918- 

Jour. Land and Pub. Util. Econ., vol. 7 [1931], p. 360.) Army engineers regularly 
Sf shipments at actual rail rates charged, in reporting on the feasibility of new 
In only one important case have they relied on averages, and the rail costs used 
bstantially higher than those used here, but the army figures were defective 

oses in that they separated coal traffic out for a different type of analysis. 

t Department, Chief of Engineers, Tennessee River and Tributaries, 71st 

s., House Document no. 328 (1930), pp. 83, 491-95, Appendix Plates 173 ff. 
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public purposes; (2) it makes no deduction for the bad guesses of the 
past which would have been wiped out for a private enterprise by bank. 
ruptcy or reorganization; (3) it ignores investments in waterways prior to 
1888, which logically should be deducted, but the reports then published 
do not provide data for such a correction;* (4) some of the eliminated 
traffic benefits from the channel improvements, but no basis is available 
for an allocation of costs to it; (5) waterway carrier costs are probably 
exaggerated and railroad rates understated. 

The possible errors in the direction of understating costs deserve more 
extensive consideration: 

1. The computations given take no account of interest during construc. 
tion. If the date at which amortization begins is considered to be the date 
on which the cost of new work is incurred, an allowance for this factor 
is not necessary. 

2. The length indicated for average haul is slightly too small because 
even such characteristically short-haul traffic would sometimes use more 
than one waterway. The correction for duplication in tonnage made by 
the army engineers in the 1938 traffic report for all rivers, canals and 
connecting channels was 9.03 per cent,® but this is high for the waterways 
here considered. The much greater tonnage involved in such obvious 
duplications as the several ship channels in Chesapeake Bay and Delaware 
Bay with the Chesapeake and Delaware Canal, or in the several ship 
channels in the Great Lakes area, would account for most of the duplica- 
tion. Nevertheless, if the average haul for waterways is lengthened, that 
will decrease the cost per ton-mile assigned to terminal costs; and this 
advantage for the waterway will tend to offset the advantage of the 
relatively lower rail rate for the longer distance.*® 

3. Many critics add 50 per cent to waterway costs to correct for the 
greater circuity of river routes. The circuity factor is highly variable for 
different channels, or for different stretches of the same channel.” A 

*Cumulative expenditures to 1888 for both new work and maintenance of all 1: 
and harbor improvements were only 5 per cent of the similar total to 1938. Cf. U.S. W 
Department, Chief of Engineers, Examinations, Surveys, and Appropriations for River and 
Harbor Improvement, 76th Cong., 1st sess., House Document no. 106 (1939), pp. 868-7! 
ibid., Annual Report, 1938, vol. 1, p. 22. 

* Annual Report, 1939, pt. II, p. 3. 

On the basis of the average haul reported in Tables II and IV, the rail rat 
16 cents per hundredweight or $.0291 per ton-mile. Moving into the 110-120 muc 


bracket, the rail rate is 17 cents per hundredweight or $.0283 per ton-mile. The differen 


in favor of the railroad for the longer haul is $.0008 per ton-mile. At 103.9 miles, t 
terminal cost of $1.00 on the waterway averages $.0096 per ton-mile. Increasing the lengt 
of haul to 113.6 miles will wipe out this advantage to the railroad, and at any mileag: 
between 113.6 and 120 the extra distance will favor the waterway more than the railroad 

“ For example, from Mobile, Ala., to Selma is 210 miles by water, which is 28 pet 
cent longer than the 163 miles by rail; from Mobile to Montgomery is 291 miles D 
water, which is 63 per cent longer than the 178 miles by rail (U. S. Interstate Commerc: 


Commission, Reports, vol. 229 [1938], p. 512). 
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| average for all waterway traffic would require tracing the movements 
tistically significant number of different shipments, and data for 
study are not available. Accepting the 50 per cent estimate for want 
etter, the average haul of 103.9 miles used in Table IV corresponds 
| distance of 69.3 miles. The appropriate correction is to consider 
t of the same shipment by rail and water. The railroad rate for 70 
is 13 cents a hundredweight, or $2.60 a ton. The total waterway 
103.9 miles times $.0175 per ton-mile) are $1.82, a saving of 
per ton by waterway. The ratio of rail to water costs indicated by 
IV is reduced by this correction from 1.66:1 to 1.43:1. 
uld a tax cost be imputed to federal improvements in waterways, 
nding to the taxes paid by railroads? The relevant questions of 
mic theory and policy are complex, and their pursuit in this essentially 
nalysis would be a digression.’? For the sake of persuasion 
han toate the validity of such a tax imputation may be accepted. 
; Class I railroads paid $342,385,704 taxes in 1938 on assets 
it $31,922,691,000.1* The same rate of taxation on the 
761 investment in light-draft waterways would give an imputed 
- {,948, and this would add 17 per cent to the federal subsidy 
1 Table II. The margin of advantage that has been demonstrated 
e waterways would easily absorb this imputed tax. 
any analysts add capital costs on municipal terminals to the so-called 
ts’’ of waterways. This factor is logically irrelevant to the 
nalysis, because it would be blanketed into the terminal charge 
However, it may be noted that fifteen inland cities whose popula- 
r 100,000 maintain revenue-producing terminals. In 1936, thir- 
e showed a net cash income greater than expenditures, and 
) showed a net cash income less than expenditures." It may be 
me accounting principles used by private enterprises would turn 
rpluses into losses, but the extent of the subsidies is of only 
portance. St. Louis, for example, is said to lose $33,000 a year 
terminals, on an inclusive cost basis. If so, it is subsidizing its 94 
llar river traffic at the rate of .04 of 1 per cent a year.’* The 
economists have argued that the public welfare is enhanced by govern- 
s to decreasing cost industries. The argument would imply that railways 
lized, too. Cf. Alfred Marshall, Principles of Economics (8th ed., 1920), 
Pigou, Economics of Welfare (4th ed., 1932), pp. 223-25, 313; Harold 
General Welfare in Relation to Problems of Taxation and of Railway 
Econometrica, vol. 6 (1938), pp. 242-69, and subsequent discussion, 
145-60; R. H. Montgomery, “Government Ownership and Operation 
innals, vol. 201 (1939), pp. 137-45. 
state Commerce Commission, Statistics of Railways in the United State 
5-109. 
rtment of Commerce, Bureau of the Census, Financial Statistics of Cities 
)} Over 100,000, 1936, pp. 102-04, 141-43 
ral Codrdinator of Transportation, op. cit., vol. 3, pp. 266-67; cf. Annual 
| Engineers, 1939, vol. 2, p. 1415. 
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municipality could probably demonstrate that it offsets this by taxes on the 
value added to its river-front real estate. 


Are the Railroads Hurt? 


Is the present plight of the railroads in any degree traceable to water. 
way competition? The first help to an answer is the total ton-mile dat, 
for each type of transportation. In 1938, these barge and motorboat channels 
carried 14 billion ton-miles, but the railroads carried 292 billion. There are 
few years in which the change in railroad ton-miles since the preceding 
year is not more than the entire total ton-mileage of all waterways.% 

It is asserted, however, that the important influence is not the diversion 
of traffic, but the competitive rate adjustments that the railroads are forced 
to make to hold the business. The weakness of this argument is that almost 
without exception the most important railroad paralleling each of the 
heavy-traffic waterways is more profitable than the average for all rail. 
roads. For example, in 1939 all roads as a system earned 2.26 per cent 
on their average invested capital, but the four railroads paralleling th: 
Ohio River made 3.72 per cent (Southern), 2.76 per cent (Baltimore and 
Ohio), 3.90 per cent (Louisville and Nashville), and 5.85 per cent (Chesa- 
peake and Ohio). Competing with the lower Mississippi, the Illinois 
Central made 3.00 per cent on its invested capital.*’ If the roads competing 
with such important channels are more profitable than the interior roads 
river navigation is not responsible for the financial difficulties of the rail- 
roads. 


Could Railroads Get the Traffic? 


If the government should discontinue aid to inland navigation, much 
of the freight now on the rivers would continue to use them. At the 
lowest ebb of waterway traffic, a substantial tonnage of short-haul freight 
used the rivers,‘* and there would always be some specially adapted cargo 
for inland navigation. Highway carriers would inherit a share; coastwise 
steamers would get another; some petroleum traffic would be diverted to 
pipelines. Finally, since river transportation costs are cheaper to some 
shippers, some might curtail items being manufactured near marginal costs 
if they had to change to higher cost transportation, and some of the water 
way traffic would disappear from commerce. Presumably the railroads would 
get the remainder of the freight now carried by motorboats and barges 
Probably no single widow or orphan would be benefited thereby, and not 
one insurance policy would be safer. 

HAROLD KELSO 

Miami University, Oxford, Ohio 


*U. S. Interstate Commerce Commission, op. cit., 1938, p. S-41. 
* Poor's 1940 Railroad Manual, passim. 
'* Frank Andrews, Inland Boat Service. U. S. Dept. Agric. bull. no. 74 (1914). 
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PROFESSOR PIGOU’S EMPLOYMENT AND EQUILIBRIUM’ 
I 


When Professor Hicks wished to discover what a ‘“‘classical’’ economist 
believed to be the determinants of the level of employment, he was very 
much in the position of the man who, having lost his donkey, had no re- 
irse but to ask himself what he would do if he were a jackass, and 
lo the same thing. But now the animal has come forward to speak 
¢ himself, and all economists will welcome Professor Pigou’s new and 
mulating book. 
st as “Marshall? in his review of Jevons’ Theory of Political Economy 
id Jevons, and himself, less than justice, so Pigou* reacted to Keynes in a 
remarkably parallel fashion. Apart from Marshall’s vexation at prior pub- 
n in less perfect form of doctrines which he was himself developing, 
only here does the parallel begin, his annoyance was generated by 
; treatment of earlier writers. “[ Jevons] seemed perversely to twist 
loctrines so as to make them appear more inconsistent with Mill’s 
icardo’s than they really were . . . [Marshall's] youthful [!] loyalty 
Ricardo] boiled over.’’* 
That Pigou was justified in his reaction to Keynes’s treatment of the 
| economists, particularly of their beloved mutual master, there can 
uubt. Whether Keynes was deliberately Machiavellian in this, only 
l, and whether or not such tactics helped the spread of his doc- 
only his biographer will be able to tell us. 
case, it is clear that the time has come for the calm reconsideration 
present work attempts. In his preface, Professor Pigou makes 
s acknowledgment to the stimulus of Keynes’s thought, and this is 
t by a comparison of this book with his own previous review and 
ry of Unemployment. Employment and Equilibrium is for 
ost part not such difficult reading as the former book, and in my 
re important. 
f — to methodology, it is almost ideal. Following introductory 
ssions of definitions, Part II treats the conditions of equilibrium de- 
mployment, income, savings-investment, interest, etc. This sec- 
| probably be of major interest to most readers. It is less technical 
er than Part III, which is concerned, along rigid lines of compara- 
tics, with the effect after equilibrium is re-attained of changes in 
parameters such as banking policy, productivity, thriftiness, etc. The 
t and Equilibrium—A Theoretical Discussion. By A. C. Picou. (London: 
Pp. xi, 283. $3.00.) 
d., Memorials of Alfred Marshall, pp. 93-100. 
Mr. J. M. Keynes’ General Theory of Employment, Interest, and 
t, May, 1936, vol. iii, pp. 115-32. 
Alfred Marshall, pp. 99-100. Brackets mine. 
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problem of the dynamic approach to equilibrium is left to Part IV, but eve, 
here the treatment is sketchy rather than complete. In particular, the ¢. 
pendence upon dynamics of the stability conditions, which are of such great 
importance for the preceding parts, is not brought out. Some consequences 
of this will be touched upon later. 


II 


Because of the disproportionate attention paid in the literature to the 
equality of saving and investment, notice is taken here of Pigou’s complete 
acceptance of the Keynesian definitions, despite the “plain” man’s wish t 
regard these magnitudes as not necessarily equal. For the system as a whole 
saving and investment, as observables, are defined as the same thing: th 
difference between income and consumption when appropriate allowance 
are made for capital revaluations in the reckoning of income; or as the valu: 
of the increment of capital equipment. For a single individual who can 
hoard and not consume, and thereby induce dishoarding and income de- 
creases on others, they need not be the same. From the discussion on pag: 
24, one might get the impression that he attributes the final equality to the 
fact that individuals cannot on balance increase their holdings of a given 
total amount of cash. If this is his meaning, it reflects a momentary lapse 
since as he himself shows elsewhere (pp. 21-22), the equality of the above 
definitions holds even if new money is being created per unit time. 

In the above senses, saving and investment may be called for clarity 
saving-investment. It is not true, however, even in the Keynesian system 
that for virtual displacements, which by their nature cannot .be simultane- 
ously observed, the saving (saving-investment) which households would 
perform out of a given income need equal the investment (saving-invest- 
ment) which entrepreneurs would make at that same income. It is precisel} 
because of their being unequal except at one point that income is uniquel; 
determined. The idea of saving and investment being equilibrated, in the 
sense of schedule intersections, by income and by the other variables of the 
system, is implicit in the minds of most Keynesians (e.g., Harrod), but 1s 
often badly expressed. The concepts ex ante and ex post attempt to conve) 
the idea, but seem less suitable than the terminology virtual and observabi: 

Equality in the above sense may take time to be established. Until the 
intersection of schedules defining equilibrium is reached, saving-investment 
may be inappropriate for both households and enterprises. It is precise 
this “‘inappropriateness’” which acts as the moving force leading a stable 
system to equilibrium. The problem of time, so carefully worked out by 
Marshall for partial equilibrium markets, is only beginning to receive t 
attention it deserves in connection with aggregative equilibrium 

Professor Robertson has provided definitions which permit the inequalit} 
of saving and investment. Today it is fashionable for most writers wheo 
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hey speak of inequality hastily to add that they are using the Robertsonian 


er than the Keynesian terminology. But not one out of five who make 
; disclaimer seem actually to have in mind these extremely specialized 
ns. More often they seem to have in mind their virtual inequality 
full employment (which is thereby unattainable!) , or their inequality for 
individual, or the treatment by individuals of capital gains and losses 
While Pigou’s criticism (p. 26) of Robertson’s system on the 

f the difficulty of slicing time into discrete units does not seem well 
nd seems confused on the question of synchronization, he very 
ints out that the Robertsonian inequality is not what the plain 

has in mind, nor is it anything but a reflection of the change in income 
the system. However, it would be like throwing the baby out with 

th water to let the sterility of the Robertsonian definitions deflect 
tter from the fruitful detailed time-sequence analysis of the path to 
librium characteristic of Robertson, Kahn, J. M. Clark, Lundberg, 


rofessor Pigou wishes to concentrate on the intermediate short run 
equilibrium reached over a time period long enough to insure con- 

t, appropriate values of saving, investment, income, employment, etc.° 
nplies that unintended changes in investment have been rectified. 
ver, the time period is not so long as to lead to any appreciable change 

| through the cumulation of positive net investment. Previously, 
riticized Keynes for using this same device, but he has now come to 

ze its value in separating short-run from long-run effects. Moreover, 
ivestment is regarded as the instantaneous rate of increase of capital (—= 
tal/d time), there is no inconsistency in taking capital as constant at 
ume time that it is changing, Zeno and the ancient philosophers not- 
nding. As a special, singular case of ‘‘flow’’ equilibrium, we have 

n equilibrium in which net saving-investment per unit time equals 


id the stock of capital is strictly constant. 


III 


he second part when he states the conditions which determine flow 
librium, Professor Pigou selects almost exactly the same equations as 
iggested by Professor Hicks* as being in the minds of the “classical” 
nists, although he may have been unaware of the close similarity. 
respects there are differences. The first is the minor one of allowing 


low’’ is used in contrast to the momentary market equilibrium discussed 
Because ‘‘stocks’’ as distinct from ‘‘flows’’ are equilibrated in even longer 
n shorter runs, it is possible that some such term as intermediate short-run 
rable to flow equilibrium. 
Mr. Keynes and the ‘Classics’; A Suggested Interpretation,” Econo- 
37), pp. 147-59, 


<eynes at an earlier stage, et al. 
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for monopolistic competition by equating price times a correction for th. 
elasticity of demand (== marginal revenue) to marginal cost. Secondly, 3 
will be seen, more specific assumptions are made with respect to bank policy 

A classical system even simpler than that of Hicks and Pigou, implicit 
in many discussions of Say’s Law, is simply as follows:’ The velocity of 
circulation of money is taken as constant, and the amount of money is fixed 
Curtailing of consumption results then automatically in investment. The 
attempt to save leaves employment just where it was before, but not 
necesarily full. However, if money has ‘‘legs” as described, unemployment 
can be prevented by lowering wages and costs. This lowers prices and, with 
total value of sales constant, necessarily means greater output and employ- 
ment. In the simplest case prices may be made proportional to costs (wage 
rates), as would be the case if there were not increasing or diminishing 
returns. Thus, the quantity equation is not used to determine the price level 
directly, for wages determine prices. With fixed wage rates the quantity 
equation determines output and employment. But if the wage always falls 
to guarantee full employment, both it and prices are simultaneously deter- 
mined by the quantity equation. 

The above model is instructive because it shows clearly how misleading 
it is to phrase the problem of guaranteeing full employment as one of 
lowering the real wage of labor in order to increase employment along : 
given real productivity curve. Keynes himself has accepted uncritically the 
classical law of diminishing marginal productivity, permitting his critic 
to inverpret an increase in effective demand as simply a round-about way 
of lowering the real wage. Actually, in the above example, a decrease in 
money wages by lowering prices with fixed money income directly increases 
effective demand and employment. To the limited extent that one can speak 
of cause and effect in a closed interdependent system, it is more nearly cor 
rect to regard effective demand as increasing employment, and the increased 
employment as raising, lowering, or leaving marginal productivity the same, 
depending upon the laws of returns. 

In Keynesian terminology full employment is guaranteed in this model, 
not because the propensity to consume is always unity, but because the 
marginal propensity to consume plus the marginal propensity to invest are 
always unity. As of a fixed money wage level, the system is in neutral 
equilibrium. If the money wage is flexible, the system is in stable full em- 
ployment equilibrium. Any decreases in consumption are automatically 
made up by investment. An act of saving does inevitably become an act o! 
investing. 

Professor Pigou’s model is not so simple. He follows Keynes in assum 
ing a consumption schedule varying positively with income, but also depend: 


"Cf. Ricardo, Principles of Political Economy and Taxation (Everyman's Librat 
chap. xxi, especially pp. 192-93. 
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ag on the rate of interest. The nature of this dependence cannot be def- 
nitely dete rmined; some forces make for a positive supply curve of saving, 
others for a negative, while institutional factors argue in favor of independ- 
e. In a long chapter (Part II, chapter VI) an attempt is made to squeeze 
' wer to the problem by the utility calculus, but the assumptions 
le are highly restrictive. He holds that within some range saving must 
with the interest rate, “for otherwise, in a state of full employment, 
there will be no machinery through which an enhanced demand for labour 
investment could evoke a correspondingly enlarged supply” (p. 57). 
this will carry no weight, for aside from the mechanism of forced 
ing via price increases, there is no evidence that an increased demand 
joes evoke an increased supply. If the supply curve is backward rising, but 
table in the Walras, Hicks, Marshall-of-international-trade sense, an in- 
rease in demand will only raise the interest rate. 
This is a matter of considerable moment, because Pigou’s whole rosy 
eory of long-run equilibrium in contradistinction to Keynes’s gloomy 
iy of Judgment” rests upon Pigou’s rather diffident assertion that reduc- 
n the rate of interest can wipe out net saving completely. I fear that 
mists will follow him in believing that under modern conditions 
xists a positive rate of interest at which saving out of full employ- 
me would be zero. This means that in the absence of dynamic, 
stment outlets, the rate of interest will approach a lower limit—be 
) or two per cent—and investment will be zero after the capital stock 
idjusted itself. But at this rate of interest people are still attempting to 
with the inevitable consequence that income remains at a sufficiently 
| to make actual saving abortive. (It is a common fallacy to believe 
onnection that any hoarding either in the sense of money accumula- 
n ot lowered velocity will take place in the new equilibrium.) To avert 
of i Judgment, most of us will continue to megs for the ee 
habits brought about by acme’ in the age distribution, dua’ in public 
and private finance, etc., rather than rely upon the slender reed of the in- 
terest rate’s effects on motivation. 
To return to flow equilibrium, Professor Pigou assumes a marginal ef- 
schedule inversely relating investment to the rate of interest. He 
‘0¢s not go on to point out that, as of a given stock of equipment, invest- 
ment will certainly depend upon the level of consumption and/or income. 
, he is unable to duplicate the Malthus-Lange argument which shows 
increased desire to save, even if it lowers the rate of interest, may 
It in less actual saving-investment, although he recognizes that it will 
ive less real income in the absence of perfect wage flexibility. 
he two Keynesian pillars of the propensity to consume and the mar- 
eficiency of capital must be added a third. Rather than deal directly 
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with a liquidity preference schedule, the author prefers to take the level of 
money income (MV) as a function of the rate of interest, the form of which 
varies with the particular Central Bank policy followed. Since the velocity 
of circulation is itself a function of the rate of interest and the level of 
income, it is by no means clear that the Central Bank can in fact make MV 
what it likes. It can hope to influence M, but under moderately realistic 
conditions this may be completely compensated by changes in V. By , 
slight change of emphasis, Pigou is able to short-circuit the determination 
of income by saving and investment decisions to a quasi-quantity theor 
determination, in which the combined action of the Central Bank in deter. 
mining the amount of money income (MV) and the working class in 
determining the money wage and prices, directly determine the level of 
real output. So to speak, only after total output is determined can the pro- 
pensity to consume and the marginal efficiency schedule together parcel out 
income between saving and consumption in the appropriate proportions 
More precisely, of course, in so doing the interest rate is affected, and this 
affects Central Bank action reciprocally. 

Thus, in the system of Pigou, as in the system of Keynes, a cut in the 
money wage increases employment only by making money so redundant as 
to lower interest rates and thereby increase investment and consumption 
It cannot be more effective than cheap money. But as Professor Hansen 


has pointed out, a decade of gold inflows from abroad has given us a 
laboratory experiment in cheap money beyond the wildest dreams of earlier 
writers, and the result has been extremely disappointing. Perhaps a 75 
cent cut in wages and prices would not have released so much money from 
the transaction sphere as to affect interest rates comparably.® 
Analytically the error in Pigou’s formulation consists of the failure t for one : 
recognize the compensating adjustment of V when one of two conditions ynamic: 


is filled: (a) the liquidity preference schedule is almost perfectly elast n money 
so that absorption of money takes place withslittle change in the interest igou sh 
rate; (b) the schedule of the marginal efficiency of investment is extreme! land 
inelastic. It is the primary virtue of recent business cycle theory to have 
recognized the strategic significance of both of these hypotheses for the 
period of the thirties, rather than to have formulated aesthetically elegant 
models of aggregative equilibrium. 
To defend the “classical” notion that the money wage was sufficiently 
flexible in the pre-World-War era, Pigou cites the lack of a secular trene 
in the degree of unemployment. Our knowledge of unemployment lo! 
this period is notoriously incomplete, but even if the facts were better 


established, from the nature of Pigou’s system one could not tel! whethe! 
* Because of a preoccupation with flow equilibrium, the author does not discu 

possible effects on employment of continued changes, upward or downward, in 

wages. But this is not the place to discuss the economics of hyper-deflation and in 
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+ was not bank policy rather than wage policy which kept employment full; 
r extensive growth coupled with foreign investment; or fortunate dynamic 


Car, 


hanges in investment outlets. In the interpretation of history we must 


t upon as rigid standards of isolation and control as in the statistical 


nalysis of the recent past. 


In this connection it is necessary to discuss the chapter on stability 


conditions (Part II, chapter III). For as Professor Pigou’s sound methodo- 


| instincts have suggested, almost all meaningful hypotheses emerge 


rom them. It is unfortunate, therefore, that he simply generalizes mechani- 


y the Marshallian market conditions. These are not necessarily correct 
1 for a simple market, as countless writers have shown. He further 


lentifies them with the maximum conditions for a single firm (7.e., that 


rginal cost must cut marginal revenue from below). This leads to the 


lentification of a minimum as a position of unstable equilibrium when 


in fact no equilibrium at all. Actually the stability of a market is 
ndirectly and distantly related to the stability of a single unit facing 
; or given demand and supply curves. It is interesting to note that 
; stability condition that a change in interest rate must not change saving 
re than investment, while correct, is so only because he slips in applying 
e Marshallian conditions and instead derives the Walrasian conditions 
vant to a backward-rising (as distinct from forward-falling) supply 


irve of saving. 
é 


Most important is the failure to distinguish the changing elasticity of 
nand as it appears to a single seller in the neighborhood of a given 
utput from the change in his elasticity if effective demand in- 
ll employment by (say) fifty per cent and shifts the demand curve 
t one small producer. While it probably can be shown on the basis of 
namical considerations that in the systems of Keynes and Pigou a change 
money wage cannot change employment in the same direction, Professor 
zou shamelessly deduced this from the properties of the ceteris paribus 
nd curve confronting a single firm. Probably the analytic device bor- 
wed from Mr. Harrod of assuming extreme symmetry between goods 
en concentrating upon one as typical of all blinded him to the fact 
ges for all mean shifts, albeit equal ones, in the demand of each. 
he should have relied upon the changes in interest rate, real 
nt, real income, and finally employment; and then it would be 
as mentioned earlier, that the increase in employment might come 
n though prices fall more than wages so that real wages rise. 


IV 


rart IIT and the tables in the mathematical appendix present a somewhat 
udable and technical appearance. Nevertheless, they contain the em- 


lly me aningful content toward which all the previous material was 
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aimed. Pigou, as much as any economist, has grasped the fundamental prin. 
ciple that the statement of equilibrium conditions is empty without speci 
fication of their structural properties, on the basis of which refutabjc 
hypotheses concerning empirical magnitudes can be formulated. 

Moreover, the complexity results in part from the rich variety of assump: 
tions which are examined. Permutations and combinations of the fou; 
alternative banking policies—(a) that in which money income increases 
with the interest rate, (b) that aimed at keeping money income constant 
(c) that aimed at constant prices of consumers’ goods, (d) that aimed at 
a constant interest rate—are combined with varying assumptions of mo- 
nopoly and competition, and distribution of income. In particular, the 
discussion (chapters IX and X) on various multipliers represents a long 
overdue contribution. 

Part IV on the dynamic transitions between positions of flow equilibrium 
seems almost an afterthought. For simplicity only transitions resulting fron 
shifts in investment demand are considered. Most readers will grant thes: 
to be the most important factors in the trade cycle, but the cited positive 
correlations between employment and short term interest rates will not 
add much to this conviction. The conjecture (pp. 230-231) that an; 
factor which displaces equilibrium states in a given definite direction will 
also displace a moving system in the same direction should be rigorous); 
demonstrable on the basis of truly dynamic mathematical analysis. 

The last chapter on cumulative movements rather refreshingly contr 
verts the notion that the economic system is so unstable that a change in 
behavior in any small sector may spread cumulatively. While a glance 
through any review of business cycle theories, such as Haberler’s, confirms 
the need for this emphasis, Pigou’s method of proof is not conclusive. As 
he himself points out, the question is begged as to whether a given change 
is followed by a “‘once-for-all’” adjustment, or a never-ending one. On the 
other hand, it is not inevitable, as he believes, that the psychological fa 
of expectations, generated by price changes and generating changes in the 
same direction, should lead to an unstable system. The key to all thes 
difficulties must be found in the failure to supplement the detailed algebra 
analysis of previous sections by a detailed differential or difference equation 
analysis (or its literary equivalent) of the approach to equilibrium. 

While most of my discussion has been concerned with questioning details 
of Professor Pigou’s book, this is so only because of the richness and fet 
tility of his analysis and conclusions. Judged in shotgun fashion only } 
hits, or riflelike by hits compared to misses, this is one of the most important 
books of recent years. Moreover, it reveals with remarkable force tac 
extent to which the Keynesians all along have been speaking classical pros 
at the same time that ‘‘classicists’’ have thought in Keynesian poetry. 

PAUL A. SAMUELSON 

Massachusetts Institute of Technology 
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Tariffs and Prices: A Diagrammatic Representation 


isual diagrams for the determination of price have been extended to 


+ the determination of price interdependence in different countries connected 
rnational trade. Figure 1 shows the price determination of a commodity 
h of two countries, which I shall label M and X, before any trade in that 


X 


$ 


23 4 
QUANTITY 
Fic. 1. No Trade. 


has begun. In this and all the following cases I have assumed that 
pply is in the phase of increasing costs and (2) that the exchange 
onstant. The latter assumption enables me to express the price in each 
terms of the same monetary unit. In country M the price is set at 
t where two units are taken at a price per unit of $4.00. In country X 
is set at the point where 4 units are taken at a price of $2.50 each. 
n M are eager for more of the commodity if they can get it at the low 
iling in X, they enter the markets of X and compete for the com- 
provided they are free to do so. 

re are no trade restrictions of any sort and if we assume that (1) there 
s of transport, (2) the demand and supply schedules in each country 
inchanged in the period under consideration (which perhaps implies 
re no changes in incomes caused by international money flows), and 
he foreign exchange rate remains unchanged, we may connect these two 
diagram by a horizontal line. In Figure 2 I have shown the 
{ this horizontal line after sliding it up and down the graph in order 
the price (represented by the line) at which the excess of the 
pplied over the quantity demanded in X is equal to the excess of the 
manded over the quantity supplied in M. At the point where this 
t we find that the price is $3.00 and that at this price both the ex- 
supply in X and the excess demand in M are exactly 2 units. Therefore, these 
ill be exported from X to M and the market will be in equilibrium. 
of free trade and perfect competition the commodity must sell 

price, for the two countries really constitute one market. 
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Fic. 2. Free Trade. 


Now if a specific duty of $1.00 per unit should be levied on the imports of 
the commodity into country M, the price in M must, if there is trade betwee 
the two countries, be $1.00 higher than in country X. The same diagrams may 
be used if a slight modification is made in the horizontal line connecting the tw 
countries: a jog is put in the line so that it represents a price $1.00 higher in M 
than in X. We can slide the jogged line up and down until the equilibrium 
point is discovered. This equilibrium will be, as before, at the point where the 
excess quantity demanded at the price indicated by the connecting line in M is 
equal to the excess quantity supplied at the price indicated by the connecting 
line in X. By the use of this jogged line, we have automatically taken care of the 
difference in price in the two countries caused by the tariff duty.? In Figure 
it is shown that under the assumed conditions equilibrium will be at a price o! 
$3.67 in M, with .67 units more of the commodity demanded than supplied 
and a price of $2.67 in X, bringing forth .67 units more than is demanded in 
the country at that price. Therefore, these .67 units will be purchased in X at 
a price of $2.67 per unit, transported to M, subjected to a tariff duty of $1.0 
making a total cost to the buyer in M of $3.67—-the same that he has to pay for 
an identical domestically produced unit. 

Analogous methods of handling these cases have been developed by Pro- 
fessor Enrico Barone in his book on economic principles? and used by Professor 
Haberler in his Theory of International Trade® and by Professor Ellsworth in 
International Economics. Their diagrams use a single price axis and measure 


‘The same method would be applicable to the portraying of price differences duc 
transport costs set on per unit basis. 

* Enrico Barone, Principi di econmia politica, translated into German by Hans Sta 
Grundziige der Theoretischen Nationalékonomie (Ferd. Diimmlers Verlag, Berlin unc 
Bonn, 1935), pp. 102 ff. 

‘Gottfried von Haberler, The Theory of International Trade, as translated from the 
German by Alfred Stonier and Frederic Benham (William Hodge and Co., Ltd., London, 
1936), pp. 171-72. 

‘P. T. Ellsworth, International Economics (Macmillan Co., New York, 
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e quantity in the importing country to the left from the price line. This, I 
believe, is confusing to the student who is accustomed to thinking of the demand 
ind supply diagrams with the quantities measured to the right from the vertical 
xis. The mirror-reflection effect, making the demand curve slope upward to the 
‘ight and the supply curve slope downward from the left, is an unnecessary 

+h the jogged line was used in the above representation—Professors Barone, 
Haberler and Ellsworth continue to use a straight line connecting the two coun- 
es, but accomplish the same result that I have by dropping the base line in 
the importing country by the amount of the tariff. This, of course, involved a 
lrawing of the supply and demand schedules at the correspondingly lower 
| believe that my diagrams, which have been suggested by Professor 

p, set forth the principles in a much less complicated manner. 
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Fic. 3. $1.00 Specific Duty. 
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se diagrams have been presented here primarily as a basis for a discussion 
liagrammatic method of determining price if an ad valorem duty is assessed. 
luty, fixed as a percentage of the value of the imported commodity, be- 
es higher and higher in absolute magnitude as the commodity is sold at higher 
nd higher prices. To determine the equilibrium position under such a tariff in 
is in Figure 3 would require that the jog in the line connecting the two 
ry with the price, growing «s the line is moved upward and shrink- 
line is moved downward. The value of the graphic method of price 
tion as presented in Figures 2 and 3 is that, given the demand and 
tves of each country, the analyst can slide this line, straight or jogged, 
n until a point is determined at which the excess demand in M is 
excess supply in X. However, this is not a very convenient method if 
of the jog has to be changed continuously as the horizontal line is 
nd down in search of a place where the excess quantity supplied in 

the excess quantity demanded in M are equal. 
» avoid this difficulty, I have placed these demand and supply curves upon 
u-logarithmic graphs in Figure 4. In this type of graph equal vertical dis- 
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tances represent equal percentages instead of equal amounts.' Now, when 3 
jogged line is drawn connecting the demand and supply curves of the two coun 
tries, the jog of fixed width will represent a duty which is a fixed percentage of 
the value—an ad valorem duty. Anywhere this jogged line is set connecting 
the two graphs, the price in country M is a fixed percentage higher than the 
price in country X. With these same demand and supply curves from the pre 
ceding diagrams placed upon the semi-logarithmic scales in Figure 4 and wit! 
an ad valorem duty of, say, 25 per cent, let us determine the price of the com 
modity in each country, and the amounts produced, consumed, and internationally 
traded by the people of each. We slide the horizontal line with the jog equa 
to 25 per cent of the price in X up and down the graph, until we determine 
the point at which the excess supply in country X at the price represented bj 
this connecting line is equal to the excess demand in country M at the price as 
represented by the level of the connecting line. At the equilibrium point the 
price in X is $2.77, and at this price 1.08 units will be supplied in excess of the 
number of units domestically demanded. In M at the price of $3.46 the excess 
units demanded over these supplied is again 1.08, and these units will be pur 
chased from X where they are available. The cost of these imports in M will te 
$2.77 (the cost in X) plus the duty of 69 cents (25 per cent of $2.77), making 
a total of $3.46. 


* It must be remembered that in a semi-logarithmic graph the areas under these ceman 
and supply curves and the height of these curves cannot be interpreted in the same 
as those areas and heights in the regular graphs. 
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Thus by making the simple transformation from an arithmetic to a logarithmic 
le on the price axis, the problem of graphic determination of the price of in- 
tionally traded commodities subject to ad valorem tariffs is solved by the 
visual method that is employed under the assumptions of free trade or 
duties. However, under neither of these methods presented here is it 
e to determine price graphically under the tariff system which the United 
it present for most commodities: one of both specific and ad valorem 
on the same commodity. While an algebraic solution gives no difficulties, I 
t the moment no diagrammatic method applicable to the combined specific 
ilorem tariff. 
JOHN H. Myers 
ersity of Buffalo 


A Study of Student Values and Inconsistent Reasoning 


Students have unconscious biases and sets of values which act as barriers to the 
yn and habitual use of logical processes of thought and scientific pro- 

ures as methods of analysis. The particular biases are partial surface mani- 
f a complex and deep-seated set of values which recognize no subject- 
ndaries. There are serious objections to uprooting such a scheme of 

- any major portion thereof, in such manner as to leave the student 
ithout value guides. The task of the instructor, it appears, is to aid 

rage the student to become aware of his particular biases relating to 

t of study, to expose the inconsistencies, and to point the way in cor- 


ompanying diagnostic test for students of economics was designed for 

f ascertaining the nature of student biases or value convictions in 

icy areas and for discovering inconsistent thinking.’ Each of the nine- 
ents in this test relate to some matter of social economic policy upon 

the student is asked to take a supporting or opposing position. For each of 
positions appearing in the test there is, in another part of the test, an 
mn which is contradictory to the first. The pairs of contradicting statements 
pear in the test are: 1-12, 2-18, 3-17, 4-16, 5-15, 6-17, 7-14, 8-13, 


10 


DIAGNOSTIC TEST FOR STUDENTS OF ECONOMICS 


a group get less than their fair share of the national income even though 
agriculture’s contribution to that inconie. 

nment should guarantee to farmers prices for their products equal to 
to the prices received in the years 1910 to 1914. 

nment should encourage and support a program designed to settle unem- 
rs on farms over the country. 

rnment debts and deficits are undesirable and should be avoided except 
Of war or rearmament. 

senerally underpaid since workers should receive a reward sufficient to 
iintain a living standard higher than that which now prevails. 

population is the backbone of the nation and should not be permitted to 


s should be used to check the importation of any commodity from abroad 
can be produced at home. 


Ss proved to have some ambiguities and limitations which will need to be 
ture formulations. 
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8. Chain stores should be taxed relatively more than other concerns in order to chec 
their expansion. 

9. The wealth and the income of the nation should be much more nearly equal); 
distributed among the population than at present and the government might advisedly take 
steps to bring this about. 

10. To be truly equitable taxes should be assessed strictly on the basis of the relatiy. 
benefits each taxpayer receives from the governmental disposition of these funds. 

11. Any individual in our society should be permitted to receive, and in large par 
retain, as large an income as he can without the employment of fraud or violence. 

12. A producing group, /.e., farmers, should receive as its share of the national income 
that amount which it has contributed to the national income. 

13. All legitimate business firms should be treated equally by governmental units, j¢ 
be subject to common regulations and taxes in order that the more efficient firms may 
survive and provide goods and services to consumers at the least possible cost. 

14. Each individual and each economic area should do that job or specialize in tha 
economic function for which it is most efficient. 

15. Labor should receive a reward equal to its contribution to the value of the » 
it aids in producing. 

16. It is a proper and desirable function of government to borrow money and to sper 
whatever sums are necessary to support the unemployed and to stimulate recovery in s 
ways as deficit financing and pump priming. 

17. There are too many farmers and their numbers should be reduced by migration t 
urban areas as more jobs become available there. 

18. The government should not tamper with the prices of commodities for suc! 
action is certain to disturb the normal functioning of the law of supply and demand 

19. Were each individual to contribute to the public revenue on the basis of | 
relative ability to pay we would have the most equitable system of taxation. 


Assertion number 1 is contradictory to assertion number 12. A student who 
indicated his support for assertion number 1 and opposition to assertion number 
12, or vice versa, would be consistent in his position. In cases of supporting both 
assertions, a striking contradiction is involved ; but if both statements are marked 
false there may or may not be a contradiction or inconsistency and such response 
must be labeled as doubtful. 


Per tent of Total Number of Students 
Pairs of Statements 
Consistent! Contradictory? Doubtful* 


12 
18 
17 
16 
15 
17 
14 
13 
11 
10-19 
Average 74 


n 


1 Replies are consistent if one of the statements is checked true and the statement 49% 
ated with it is checked false. 

2 Replies contradictory if both statements are checked true. 

’ Replies of doubtful consistency if both statements are checked false. 
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38 12.4 
4 43.8 fe 
0 70.8 
14 28.2 
27 19.0 Fr 
0 19.1 te 
60 1.1 
33 8.0 
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The test was taken by 185 sophomore students enrolled in a course in the 
principles of economics at the opening of the quarter. The students were all en- 
le ‘in the division of agriculture and presumably had a relatively homogeneous 
1] and economic background. 

nature and extent of confused thinking relative to these issues is shown 
ible on page 558. The average consistency of reasoning is revealed as 
per on for sophomores. The “‘consistent’’ column can be broken down into 

upporting and opposing each measure. 
The results of this test were employed in the classes which had given the 
eplies. The experience of being faced with the specific and striking contradictions 
ited widespread interest in analyzing the nature of the contradictions and 
the reason for their appearance, Further than this, it served as a point of de- 
ture in making explicit many of the values and biases which had strongly in- 
uenced the replies without the students being aware of them. This means of 
tacking the problems strongly suggests a succeeding step to be taken, namely, 
evaluation of progress made with the same group of students at a later period. 


CHARLES M. ELKINTON 
va State College 


Incomparabilities in “Census of Manufactures” Data 


When series which are not comparable are found in adjoining columns of a 
nder a common heading one has the feeling that the table was compiled 
adequate knowledge of the data or that the table was put together care- 

essly Tn any case suspicion is thrown upon the data and upon the summary or 

ns drawn therefrom. If such incomparabilities are presented in the 

ise of an argument for a point of view, let us say, of economic thought, then 

t may be disregarded by most persons who are not interested in that school or 

of economic theory. However, if such incomparabilities are presented by 

the largest producers of secondary data, then it is extremely regrettable; 

:not be overlooked or ignored by anyone who is interested in almost any 

the field of economics. Serious erroneous conclusions are thereby invited. 

us of Manufactures has been doing just that in its releases covering 

preliminary returns for 1939. At the date of writing, one-third or more of 

releases have already been issued in this fashion. The releases cover employ- 

f wage earners and wages for 1939 and 1937. The 1939 figures exclude 

arners (and their wages) who are engaged in construction or distribution 

ties. The figures for 1937 include such wage earners (and their wages) as 

ited at the plant. Comparability is implied by a common stub notation, 

pears to be confirmed by a column presenting percentage changes between 
ncomparable figures during the two-year interval. 

1 the 1935 Census of Business; Distribution of Manufacturers’ Sales 

we learn that manufacturing establishments making less than 50 per 

iles reported 190,000 distribution employees to the Census of Manu- 

| Che total number of such employees may have been 300,000 or 400,000. 

t we get no clue to the number of construction employees, except as indicated 

the Census of Occupations (vol. v, chapter 7). Excluding the building trades- 

engaged in the lumber, timber, and furniture industries ; auto manufacturing, 
ling, and carbuilding industries ; etc., etc., there were in 1930 some 
skilled building tradesmen attached to manufacturing establishments. 
mber would be larger if laborers and others engaged in construction were 
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added to the building tradesmen. These rough figures indicate that the tota| 
number of wage earners engaged in construction and distribution activities of 
manufacturing establishments which were reported in 1937, but not in 1939 
was roughly 500,000. Some of the individual industries for which the Censy; 
Bureau gave percentage changes are probably only slightly affected by the 193 
understatement ; but employment in other industries, such as bread baking, are 
probably understated by more than 15 per cent. : 

It must be recognized that the Census of Manufactures did not ignore the 
difference in the preliminary reports but qualified the figures only in the texts o{ 
the releases. The presentation of the data in tables, however, has ignored the 
differences. Economists are often careless in using published data. And it js 
so easy for an economist to read a table from one of the releases of the Cens, 
of Manufactures and note a significant “decrease” of employment and wage; 
in 1939 from the 1937 figure, but without a corresponding decline in value of 
product or value added. The obvious conclusion is that there was a sharp increase 
in productivity and decline in unit labor costs. 

Precisely that has happened. In the CIO Economic Outlook for September 
1940 (page 3), quoting the United Rubber Workers Union, it was claimed, in 
consonance with the figures in Census of Manufactures release for the industry 
that “in the tire and tube factories the value added by manufacturing per worker 
has increased 30 per cent between 1937 and 1939 . . . while wages per worker 
have increased only 8 per cent in the same period.’’ Consequently the “number 
of tires per worker increased 25 per cent. Labor costs per unit of output decreased 
1314 per cent.” This was reported in one of the New York daily newspapers 
(PM, October 8, 1940), which dramatized these sharp “changes” by a chart 
and the following significant comment: “The figures add up to a reduction in 
the number of workers—and a probable drive for an increase in wages.” It is 
not difficult to conceive that incomparable data, presented as though they bear 
direct comparison, can lead to serious consequences. 

The Census Bureau would have a good claim in placing the blame for the 
ficticious changes upon the economists of the United Rubber Workers Union 
because the change in coverage was noted in the text of the census release. Or 
the other hand, the union would also have good grounds for placing the blame 
upon the Census Bureau since tables should be largely self-contained and should 
not have implied comparability by using a common stub, by omitting footnotes 
from the table on the change of coverage, and most of all by showing a per 
centage change of wage earners and wages in the two-year period. 

DANIEL CARSON 

Long Island City 


Professor Lester’s Questions on Gold: Two Replies 


Mr. Richard A. Lester's comment’ on the four papers on the gold problem 
which were presented at the December meetings? contains so many unanswerec 


on the stimulating secondary effects of exports relate entirely to the papers of the 
other three speakers, I shall not comment on that phase of the discussion. 
Mr. Lester quotes me as saying that “the gold purchases are costless to ‘he 


"Am. Econ. Rev., June, 1941, vol. xxxi, pp. 340-41. 
* Am. Econ. Rev., Suppl., Feb., 1941, vol. xxxi, pp. 1-51. 
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American public, meer consumers of gold, and will continue to be so until we 
approach ‘normally full employment’ when the large gold output [in this 
‘will necessitate a correspondingly curtailed output of useful goods’ 
in this country ?].’” What I actually said was that such transactions are costless 

it can be assumed that the labor which has gone into the production of gold 
vould otherwise have been unemployed and the new capital that has gone into 

e industry would not have been invested productively elsewhere.” This state- 

at should have been limited to the purchase of the domestic output of gold. 

th regard to foreign goods paid for with exports, Professor Neisser’s qualifica- 

n concerning the expert of natural resources must be included in the state- 

My statement that in a period of full employment an inflated output of 
cold, stimulated by a monetary policy, will necessitate a curtailed output of use- 
ful goods, seems to me to be true both with reference to this country and with 
reference to the world at large. 

Mr. Lester asks five questions which, he says, indicate qualifications to our 
-onclusions on the costless character of the gold purchases. The nature of these 
alifications, of course, depends on the answers to the questions. I should answer 
them as follows: 

1. “If the United States Treasury had continued the 1936-38 gold steriliza- 
on program, would the gold purchases have been costless to the American 
Du So long as the imported gold does not in fact become a basis for an 
expansion of credit the question whether it is sterilized by the Treasury has no 

ng on the real cost of the program. Sterilization was merely a precaution to 

-yvent the gold from having an expansionary effect. 

‘Have the higher required and excess reserves, as the result of gold imports, 

t cost the banks or bank customers something?’ I do not see that the excess 
have cost the banks or bank customers anything except bookkeeping 
xpenses. If the raising of required reserves in 1936-37 is to be held responsible 
r the business decline of 1937-38, the action was costly. It is not apparent, 

ver, that in the absence of gold imports credit restriction would have been 
innecessary. 

Would the gold already imported cost us more if we experience a 

rked price inflation, permitted and encouraged by the increased reserves that 
en from huge gold imports?’ Whether a possible inflation would in- 
t to the economy as a whole would depend on how far it was allowed 
nd on the accuracy of official judgment as to appropriate control measures. 
inflation, followed by deflation, would be costly, but the gold holdings 

1 minor factor determining the probability of such a sequence. 
costless to this country if we exchange interest-bearing securities or 
investments for barren and ‘rather useless’ gold imports?’ It seems to 

t if individuals elect to sell their securities for cash the transaction is 

them in the sense that they get something which they prefer to the 
irities, Presumably one result of the inflow of funds is that sellers of securities 
‘et somewhat better prices than they could have got otherwise. From the stand- 
of the sellers, the exchange of American securities for foreign gold or 
iny other form of money is a bear speculation. As in any speculation, the ulti- 

te gains or losses cannot be known until the transactions are reversed. 

Is it costless if we exchange productive capital goods for non-productive 

‘ which we could not use to buy the same amount of goods from foreign 

Chis is really the same question as number 4 in another form. The 
wes Of capital goods have been voluntary on the part of sellers, and presumably 
€ sellers believed that in the long run they would benefit from the transactions. 
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Any sale of a capital asset for cash involves a speculation on the future purchas. 
ing power of the cash. 

Mr. Lester states that “presumably the silver purchases were as ‘costless’ 
the gold purchases,” which of course is correct. But I see no basis for his commen: 
that our stock of silver is and will be more useful to us for both monetary and 
industrial purposes than the gold. I do not see that it serves any useful monetary 
purpose, and of course it serves no industrial purpose so long as it is hoarded by 
the Treasury. 

Mr. Lester is right in arguing that as a means of stimulating domestic employ 
ment the purchase of domestic silver, or gold, is more effective than the purchase 
of foreign gold. Digging holes in the ground is not an ideal boondoggle, but 
if no better WPA projects can be found it is undoubtedly preferable from the 
standpoint of the American economy to have the holes dug in this country than 
abroad. It should be noted, however, that the shipment of British gold to this 
country to create balances to pay for airplanes and munitions was the 1939-4 
substitute for the war loans of 1915-16. As a way of recording the subsidy for 
British defense, gold is more acceptable now than bonds; the future value of 
both is dubious. 

CHARLES O. Harpy 


The Brookings Institution 


Professor R. A. Lester criticizes the speakers (including the present writer) at 
the meeting devoted to “Gold and the Monetary System’’ for serious omissions 
He makes the following points: 

1. “The speakers failed to indicate clearly that most of the proceeds foreigners 
obtained for imported gold . . . were used to acquire capital items. . . .”’ I quote 


from my paper’: “It is true that . . . the bulk of the imports came in on capital 
account...” (p. 10, 1. 25). ‘Public opinion hardly ever differentiates between 
gold imports on capital account and gold imports on income account. Even less 
does it take notice of the important stimulating effect exercised by gold imports 
(on income account at least!) ...” (p. 12, 1. 3). 

2. ‘None of the speakers pointed out that in this respect our silver purchases 
were, dollar for dollar, more potent and beneficial to domestic employment than 
were our gold purchases. . . .” I mention silver purchases besides gold purchases 
as a source of demand for commodities (p. 10, 1. 37). However, it was not the 
present writer's task to discuss the relative advantages of different monetary poll- 
cies (public works, financed by the creation of purchasing power, are clear\) 
superior to either gold or silver purchases), but, in a paper of ten thousand 
words, to render account of the influence of gold on the price level (this is the 
title of my paper!) . Moreover, even if silver purchases were superior, "dollar f 
dollar,’ they were less significant in toto, because the value of the domestic golc 
output is much larger than the value of the domestic silver output. 

3. “Is it costless if we exchange productive capital goods for non-productive 
gold... ?” Throughout my whole paper, I take the view that the private demanc 
for credit has undergone structural changes which would not have permitted 
during the thirties, a full utilization of American capital goods industries, unless 
the demand for goods was supplemented and stimulated by gold and silver pur 
chases and public spending of other kind. Cutting out the gold purchases woul 
therefore, have implied, other things being equal, larger unemployment and not 
a larger production of capital goods for American use. This point 1s crucia 


* Am. Econ. Rev., Suppl., Feb., 1941, vol. xxxi, pp. 1-17. 
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, opinions in this respect are shared by a great number of American economists. 
rofessor Lester disagrees, he should make clear his position concerning this 


~jcial issue, instead of creating the impression that the speakers are a bunch of 
ramuses who do not know elementary economics. 


HANs P. NEISSER 
versity of Pennsylvania 


On the Significance of Another Production Function 
A Comment 


The latest presentation of a Douglas production function’ contains some 

erroneous reasoning. 

Miss Gunn and Professor Douglas established a multiple correlation between 
the logarithms of capital (X,), labor (X,), and production (X,) over 556 
manufacturing industries in 1919. In doing so they found themselves faced by 

e troublesome circumstance that appeared in the earlier studies of this 
three variables, pairwise, are very highly correlated. As a consequence 
lticollinearity the scatter points in the three-dimensional space tend 

ge themselves along a line instead of a plane. 
Even in the absence of a three-dimensional scatter diagram one can tell 
he bunch maps shown in the article that there is multicollinearity ; but the 
ise to recognize it and resort to a faulty demonstration of its absence. 

» cut up the total scatter into partial scatters of observations of X, 

nd X, for several, relatively narrow ranges of X,, they argue (p. 75) that 

litions of high-degree multicollinearity the partial X,X, scatters 
each tend to cluster about a point. 

[he fact that instead of clustering about points these scatters seem to spread 

mg lines (Chart III) does not pate in the least the presence of high-degree 

ticollinearity. The linear spread could be reduced at will by reducing the 

the “capital groups.” 

features of Chart III, however, prove the presence of such multicol- 

rity. These features are: (a) the closeness of the group regression lines to 

ther and (b) their increasing order number with increasing size of X, or 

ture (a) points to the fact that by projecting the three-dimensional 

to the X,X, codrdinate plane along the X,-axis, we obtain a long drawn- 

near arrangement of points instead of a broad scatter that could be reduced 

by the action of X,. Feature (b) indicates that low (high) values of X, can 
nly be observed where X, and X, are small (large). 

The authors believe that in a situation of this sort the selection of one 
on direction (X,) and the neglect of the two possible alternatives 
way out. This reminds one of a man who stuffed his ears with wax 
not to be disturbed by the rattling of his alarm clock. The alternative 

ization procedures are designed to demonstrate the instability of avy plane 
| to the present observations of the three variables. They give a warning to 

arch worker that the choice of a direction in which to minimize deviations 
rting an excessive influence on the result, possibly a greater influence than 

e ascribed to the data. The alternatives elucidate the dubious usefulness of 

the three possible regression equations for the purpose of describing 


tural relationship between the variables, or of estimating the value of 


'. Gunn and Paul H. Douglas, “The Production Function for American Manu- 
this Review, March, 1941, pp. 67-80. 
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any one of them on the basis of new data for the two others, except where the 
new observations happen to be intercorrelated in the previously observed fashion 
By discarding the alternatives one does not add anything to the stability of th. 
selected regression plane, 7.e., to the reliability of its coefficients. 

In a discussion of the original Cobb-Douglas function I showed that th. 
omission of a few observations profoundly changes the coefficients obtained fo; 
the three-set with X, as dependent variable.2 This was just another way o 
putting their instability into relief. I wonder whether the present study of Miss 


Gunn and Professor Douglas is not equally vulnerable to such a check. 
Horst MENDERSHAUSEN 


A Reply to Dr. Mendershausen’s Criticism 


The criticisms advanced by Mr. Mendershausen represent in two respects 2 
significant retreat from earlier criticisms which he made in an article publis 
three years ago in Econometrica.’ Then he censured the previous studies on t 
ground that a too simple formula had been used which assumed the | 
Theorem by making the sum of the exponents of labor and capital equal unit 
or 1.0, and because, after finding the exponent for labor, we did not indeper 
ently determine the exponent for capital but instead made this merely equal t 
| k. This weakness had already occurred to one of the authors of this note ar 
had also been pointed out by Mr. David Durand.? Studies were then made wh 
employed the formula P = bL*C’ where j was freely determined. Interesting); 
enough, we have found that k + j tends to equal 1.0 as shown by the following 
table: 

TABLE I 


Economy 
United States (1899-1922) 
Victoria (1901-1929) 


Time Studies 


Cross-Section Studies United States (1909) 
United States (1919) 
Victoria (1910-1911) 
Victoria (1923-1924) 
Victoria (1927-1928) 
Commonwealth of Australia (1934-1935) 
New South Wales (1933-1934) 


The closeness of k + j to unity is startling (except in one of the nine cas 
and this objection which Mr. Mendershausen had implied was crucial has there 
fore been met. 

A second criticism of Mr. Mendershausen’s rested on the fact that we 
hitherto used only time studies in which we took historical series of La 
Capital, and Product in our treatment of product as a function of labor an: 
capital. During the time period, capital had increased more rapidly than labor 


* Econometrica, April, 1938, vol. 6, p. 150. 

*“On the Significance of Professor Douglas’ Production Function,” £cor 
April, 1938, vol. 6, pp. 143-53. ; 

*"Some Thoughts on Marginal Productivity, with Special Reference to Ir 
Douglas’ Analysis,” Jour. Pol. Econ., Dec., 1937, vol. xlv, pp. 740-58. 
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1d Mr. Mendershausen declared that the values of k thus obtained merely ex- 
the trend in the technical development.’’* This criticism had also oc- 
to us many years before and we were already drawing up plans for testing 
nching a series of cross-section studies based upon census data for given 
irs in which each observation represented an industry and not a year. This, as 
table above indicates, has now been <arried through for no less than seven 
years, while more studies are in process. May we once again point out 
results obtained by this newer method are not only consistent with each 
t also with the time studies? 
‘or the United States manufacturing in 1909, we found k (the exponent 
to have a value of .74, and for 1919, to have a value of .76. The value 
United States time study from 1899 to 1922 was .76. The value for the 
setts (1890-1920) time study, as made by Professor Cobb, was .74. 
e virtually identical results. Similarly, in the case of Victoria we found 
k and | — k formula that the value of k for the period 1901-1929 was 
for New South Wales, 1901-1927, was .65. In our cross-section studies 
same formula we have found the following values of k: 


TasB_e II 


Economy 


Victoria (1910-1911) 
Victoria (1923-1924) 61 
Victoria (1927-1928) .60 
Commonwealth of Australia (1934-1935) 64 
New South Wales (1933) .66 


lues shown by Table III are not changed by more than one point (7.e., 
use of the k and j formula except in one case. No one can say that a 
lue of k or j represents a time drift, since in each case time has been 

Mr. Mendershausen is wise enough not to say it now. But we confess 

looked in vain through his article for any mention of the fact 

f his three former criticisms have been removed by our recent studies. 
reason that we have felt it not unbecoming to call the attention 

s to this fact. 
ndershausen now falls back to his last line of defense, namely the 

of analysis. It is found that we get different results if we use labor 
the dependent variable than those which we get when we treat 
the dependent variable, and that since labor, capital, and product all 
ncy to increase together,‘ our scatter of observations does not repre- 
tion “‘surface” but rather a “line.” Using Frisch’s theory of con- 
nalysis, he therefore argues that we have not found a stable production 
plane. 
153 
int out, however, that one of the authors (Douglas) in his Theory of 
18-19) showed from the “contour’’ maps of Professor Cobb that the 
ns fell within a band? This was demonstrated as well by this method as 
luence analysis and bunch maps. Many critics of this work have apparently 
explicit statement in the Theory of Wages (p. 220) that the observed 
1 only a relatively small range of all the possible combinations of labor 
ch might be made and that we do not have values for the large majority 
mbinations which lie outside the range covered.” 
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To this we reply that we are justified in minimizing in the P-direction because 
as we stated’ (and Mr. Mendershausen apparently did not note), ‘The problem 
might be approached from the point of view of elementary regressions. . . . This 
leads to the interpretation of our results as a description of the average change in 
production as a function of the changes in the factors of production.” In this 
connection we should like to call attention to the penetrating analysis of Dr. Johp 
H. Smith in a recent monograph:* “When the purpose of a study is to derive ap 
estimating equation, it is irrelevant whether or not the available series have 
systematic parts which are perfectly correlated. The estimating equation should 
be derived in a manner consistent with its intended use ; the methods of estimating 
the parameters? should be the same as would be appropriate if there were 
no errors in the independent variables. An observed value of the dependent 
variable should be considered as a random sample from an array of values 
associated with a given set of observations on the independent variables. The re. 
search worker should specify that the mean of any array of values of the de 
pendent variable is a single-valued linear function of the independent variable 
When such arrays are normal, maximum likelihood estimates of the required 
coefficients are the elementary regression coefficients.” 

It is this method which we have employed, and certainly if there is any 
common-sense concept in economics it is that product (P) is a function of 
labor (L) and capital (C). To refuse to find the parameters of the regression 
equation merely because the quantities of labor and capital are also interrelated is 
to throw the baby out with the bath. 

In conclusion, may we point out that if Mr. Mendershausen’s criticism is valid 
namely, the regression coefficients of L and C are indeterminate, and the plane 
highly unstable, we should expect that (1) the values of k and j would fluctuat 
widely between studies, and (2) there would be no tendency for labor's share 
of the total product, W/P, to equal k? Instead, we find that k and j tend to 
be approximately the same in the various studies, as we have shown above, while 
the values of k and W//P for a given economy have been as follows: 


Taste III 


Economy 


k 


United States (1899-1922) 
Massachusetts (1890-1926) 
New South Wales (1901-1927) 
Victoria (1901-1929) 

United States (1909) 

United States (1919) 

Victoria (1910-1911) 75 
Victoria (1923-1924) .61 
Victoria (1927-1928) .60 
Commonwealth of Australia (1934-1935) .64 
New South Wales (1933-1934) .66 


ss 


*Gunn and Douglas, ‘Production Function: 1919," Am. Econ. Rev., Mat 
vol. xxxi, pp. 74-75. Italics ours. 

*John H. Smith, Statistical Deflation in the Analysis of Economic Series, 
printed, Chicago, 1941, pp. 78-79. 

‘In this case the values of k and j. 


— 

| k W/P 
74 
74 
84 61 
74 68 
.76 60) 
74 64 
.62 65 
6s 
.64 
.65 


1941 On the Significance of Another Production Function 567 


We find it difficult to believe that the relative consistency in the results is due 
hance.s For the moment we rest our case. Forthcoming articles will deal 
with four cross-section studies for the Commonwealth of Australia and for the 
United States in 1914. While it is improper to state the results in advance of 
their publication, we can only say that our confidence in the formula has been 


GRACE T. GUNN 
ersity of Chicago PAUL H. DouGLas 


A Rejoinder 


My criticism of the new production function presented by Miss Gunn and 

Professor Douglas dealt with certain methodological mistakes. The first point 

acerning the interpretation of Chart III in their article seems to have been 

epted by the authors; but they object against the second point concerning 
the evaluation of the marginal productivity coefficients. 

In defending their position, the authors use a weapon which shares with 

itworn artillery the property of being more dangerous to the marksman 

in to the target. I am referring to the argument that “the problem might 

- approached from the point of view of elementary regressions.’’ True, cor- 

yn between determining variables is not harmful in fitting equations that 

lesigned to furnish best estimates (safest forecasts) of some dependent 

In ordinary regression analysis, where such estimates are sought, we 

t multicollinearity if we are ready to assume that the true degree 

ntercorrelation between the pairs of variables is the same in (a) the set of 

bservations from which the estimating equation has been calculated and (b) the 

bservations that are used in making the estimate (forecast). This has been 

ntioned in my former criticism. 

\s far as I am aware, these production functions have not been computed 

r the purpose of estimating the value of production on the basis of known 

nd labor inputs. They are established for quite a different purpose, 

the estimation of the structural relationship among the three variables. 

w as well as the older functions are used in order to estimate marginal 

vities of labor and capital and to compare these estimates with in- 

ndently derived shares of labor and capital in the product of industry. 

; of demand for labor and other structural characteristics are derived 

he functions. The authors fail to realize that this purpose does not 

the ordinary approach of regression analysis. What is correct proce- 

n setting up an estimating equation for X, is not necessarily correct 

valuating the structural relationship between X,, X,, and X,. The two pur- 

be served by one and the same method only if all “disturbances” are 

| in X,, while X, and X, enter into the computations with their 

' Otherwise the computation of structural coefficients requires 

iifterent approach. Multicollinearity becomes troublesome as soon as 


Values. 


x Brown made a study covering manufacturing in New Zealand from 1915-1916 
He found the value of k to be .517 and j .483, and the share received by 

) of wages and salaries to product, to be exactly equal to the exponent of 
517. (These results are from an unpublished thesis at Cambridge Uni- 


lues are generally defined as the strictly related parts of the observed 
turbances” as the remainder. 
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disturbances in the observed values of labor and capital are admitted at all 

A simple abstract example shows how multicollinearity may prevent the 
determination of structural coefficients while it does no harm in estimatino 
the values of a certain dependent variable. Suppose there are three perfectly 
intercorrelated variables z,, z,, and z, between which the following relation; 
hold: 


3? 


z,, and consequently 
z 


Suppose we want to “estimate” z, on the basis of known values of both z, and 
z,. We may do that by way of 

z, = z, + 4z,, or 

Zz, = 2z, + 22,, or 


N — 
NN 


Obviously, each of the many possible ways of “estimating” z, is as safe as 
the other: each is 100 per cent correct. But the size of the coefficients of z, and 
z, is indeterminate. The first may be smaller or larger than the second, or the 
two may be equal. If they are meant to represent marginal productivities of ty 
factors of production, we cannot say what these productivities are. 

In the absence of perfect multicollinearity but with a high degree of multi 
collinearity, we can determine numerical values for the coefficients; but the 
result is strongly dependent on the nature of the assumptions made with respec’ 
to the disturbances. In an earlier paper, Bronfenbrenner and Douglas have in 
dicated their belief that disturbances in the production figures are more serious 
than those in the labor data. A similar statement appears in the recent paper 
of Gunn and Douglas.? That assumption may be correct; but in order to arrive 
at a justification for the use of elementary regression coefficients (production 
dependent variable) in determining structural coefficients the authors would have 
to go several steps farther and assume absence of disturbances in the figures 
capital and labor, Furthermore, they should justify this assumption by an analysis 
of the series used and drop the consideration of the relative size of the coefficients 
which is entirely irrelevant in this connection. 

If the authors are not willing to make and to justify such a strenuous assumption 
the strong correlation between the labor and capital series renders their results 
highly uncertain. Moreover, if they have to admit that a few extreme sets of 
observations of the three variables do not agree with their general interpretation 
of the data, and if they drop these sets in consequence, the coefficients are likely 
to change considerably, no matter in which way deviations are minimized. 

Finally, it seems that Professor Douglas draws too many conclusions fron 
his results. On the one hand, he wishes to establish whether the two big factors 
of production receive shares of product equal to, or larger or smaller than, the 


?M. Bronfenbrenner and P. H. Douglas: “Cross-section Studies in the Cobb-Douglas 
Function,” Jour. Pol. Econ., Dec., 1939, pp. 770 f. In the present paper of Gunn 
Douglas (this Review, March, 1941, p. 77), it is said that the “disturbances in X 
labor, are apparently much less than in X.’’ (or production). While this argument 1s ¢™ 
ployed against the use of an estimating equation involving \abor as dependent varia 
the alternative (capital: dependent variable) is rejected for another reason: smallness 
the regression coefficient of production on capital. 

*See P. H. Douglas and Grace T. Gunn, “Further Measurements of Marginal ! 
ductivity,” Table I, Quart. Jour. Econ., May, 1940; and my own article in Econometr 
April, 1938. 
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ve marginal productivities. On the other hand, he tests the reiiability of 


-he marginal productivity coefficients by measuring whether or not they agree 
th those shares of the product (W/P). These two courses are alternatives; 


innot be followed simultaneously. Either the computed productivity coefh- 


ate ire accepted as correct; then we may use them to find out whether there 


; “exploitation” of factors of production. Or the productivities are considered 
tain, while absence of ‘‘exploitation”’ is certain; then they can 

checked against the independently derived shares W//P. It is the old story of 
ike one cannot eat and have too. 


So much about methodology. I do not fail to recognize the fact that the pro- 


yn functions based on cross-section studies have led to coefficients very 
1: to those obtained from time studies. In view of the nature of the data, 
thod used is somewhat dubious; but it has been applied with consistency 
various studies. The result obtained is certainly interesting. I do not think 
.uthors are right in the interpretation of the coefficients; but at any rate 
e studies seem to have led to the discovery of a noteworthy empirical relation- 
both over time and over a series of different industries, the rate of change 
olume of output is accompanied by a greater rate of change in the volume 
| than in the volume of labor.‘ If the relationship in time is to be con- 
1 as a relationship between trends, which seems mms A possible, the fact 
; that the connection between the time trends resembles the connection 
the timeless, ‘‘inter-industrial” trends in the same country, and that is 
nteresting observation indeed. 
Horst MENDERSHAUSEN 
National Bureau of Economic Research 


Professor Whittaker on Indifference Curves 


In a recent work, A History of Economic Ideas (reviewed in the March, 
‘1, number of this Review, pp. 113-114), Professor Edmund Whittaker 
s the identical term indifference curve for two different graphic illustrations, 
|, therefore, leads to a misrepresentation of the historical development of 
ference curve analysis. In the section on Value, indifference curves are traced, 
from Alfred Marshali through Pantaleoni, Edgeworth, and Pareto, 


» Hicks and Allen. Marshall's curve, first printed in The Pure Theory of Foreign 


| taken over by Pantaleoni in his Princip: di economia pura, 1s not the 
he indifference curve of Pareto, Hicks, and Allen ;? in fact, in the widely 
se of the term, it is not an indifference curve at all. The two curves 
h in mechanics and in underlying assumptions. The Marshallian curve 
i utilitarian philosophy; ordinates of the Marshallian curve measure 
ind quantities of the goods; in other words, they measure the areas 
rectangles inscribed in a Jevonsion utility curve. The Paretian in- 


t not forget, however, that the variables are not always defined in the same 
ous studies of Professor Douglas. 
, Green and Co., New York, 1940, pp. 448-49. 
eprinted in Alfred Marshall, The Pure Theory of Foreign Trade and Pure Theory 
ttc Values (London School of Economics and Political Science, London, 1930). 
osition may be found in Marshall’s Money, Credit and Commerce (Mac- 
-, New York, 1938), pp. 162-63 and Appendix J. 
see R. D. G. Allen and J. R. Hicks, “A Reconsideration of the Theory of Value,” 
(1934); R. D. G. Allen, Mathematical Analysis for Economists (Macmillan 
ork, 1938), pp. 124-26; and J. R. Hicks, Value and Capital (Oxford Univ. 
K, 1939), pp. 12-16. 
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difference curve, however, is not based on the assumption that utility can be 
measured quantitatively, but requires only the assumption that an individy,| 
can tell whether he prefers one combination of goods to another. Ordinates of 
the Paretian curve also measure quantities of the goods, but they have no relation 
to total utility.* Total utility would be measured by the height of the curve in the 
third dimension. 

The ambiguity in Professor Whittaker’s treatment leads students to assume 
that Marshall originated the indifference curve. Authorities seem to credit Edge 
worth, not Marshall, with the first use of the true indifference curve.5 There 
exists a strong presumption that the difficulty arises from the use of both types 
of illustration in formulating theories of international values.* It would be well, 
to avoid misleading, to select some other name for the Marshallian curve. 


ARTHUR Kemp 
Earlham College 


Reply to H. G. Moulton and Associates 


1. Whether the problem of ‘idle money, idle factories and idle men” jis or 
is not a business cycle problem is a matter of definition. Whatever definition is 
adopted, my basic criticism of H. G. Moulton and Associates’ Capital Expansion, 
Employment, and Economic Stability remains unaltered. That criticism is simply 
that the réle played by restrictive government policies in preventing general 
recovery after 1933 can be appraised only in the light of a discussion of the 
various factors responsible for the failure of such recovery and a determination 
of their relative importance. No such discussion or determination is given by 
this volume. Hence, even if the authors are entitled to study such policies 
because ‘many have advanced” them as an explanation of the failure of re. 
covery and even if as a result of their studies they are entitled to conclude that 
these policies, taken by themselves, were restrictive in their effect, they cannot 
demonstrate that the policies in question were responsible in any significant 
degree for the failure of recovery or even deny that other activities of the 
government—such as the spending program—may have made the government's 
contribution to recovery on balance favorable. In the sense, then, that re 
sponsibility for the failure of recovery cannot be determined until an analysis 
of the various factors involved is provided, the conclusion of the authors that 
restrictive government policies were in the main responsible remains undemon- 
strated.’ 


* Hicks, Value and Capital, pp. 13-15. 

* Henry Schultz, The Theory and Measurement of Demand (Univ. of Chicago Press, 
Chicago, 1938), p. 13. 

* Cf. Whittaker, op. cit., p. 448; G. von Haberler, The Theory of International Trai 
(Macmillan Co., New York, 1937), pp. 150-155; Jacob Viner, Studies in the Theory of 
International Trade (Harper, New York, 1937), p. 522; and Wassily W. Leontief, “The 
Use of Indifference Curves in the Analysis of Foreign Trade,” Quart. Jour. of Econ 
(1933). 

* My suggestion that in the absence of analysis the conclusion of the authors was © 
better than my then equally undemonstrated contrary conclusion is made to read in tha! 
reply that their conclusion is unsubstantiated because it disagrees with mine. Since then 
the reasons for my conclusions have been published in Deficit Spending and the Nati 
Income, but for a long time there has been in existence a considerable literature on tt 
favorable effects of public deficit spending which the authors ignore. 
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” 4] Reply to H. G. Moulton and Associates 571 
he In my review I suggested that the authors’ discussion of the distinction 
nal tween security issues and capital formation was not sufficient to clarify the 
of -sning of “outlets for investment funds.” The authors reply ‘‘that every chart 
ion fealing with this phase of the problem bears the specific label ‘security outlets 
the for investment funds’.” This is not so.? The charts on pages 17 and 35 are not 
«) labeled because they include mortgages among the “outlets for investment 

me funds,” making it quite clear, as does the text, that ‘‘outlets for investment funds’’ 
ge ire NO confined to securities. The meaning of the concept is by no means clear 
ere from the a in which it is used. The discussion starts on a real level with 
pes he statement (p. 5) that “shipping and foreign trade’’—not the securities 

ell sued by these industries—"were [once} the most important outlets for funds,” 
| hile the sources of such funds include the expansion of bank credit and corpo- 
ving, much of which, of course, never goes to purchase securities or 

W hat is included in the concept the authors do not attempt to make clear 
their reply. Research in the appropriate appendix leads to the conclusion 

it the statistics start with the volume of newly issued securities and mortgages. 
tefunding issues within any one field are excluded, but “in calculating the 
or ,opregate volume of issues . . . minus quantities in any field are not subtracted 
i n the total . . . because repayments should be looked upon as an addition to 
on e supply of av ailable investment money rather than as a decrease in the volume 
ply f securities offered for sale” (p. 32, n. 1). Issues of investment trusts are also 
ral excluded, though the text states that ‘‘such issues have to be included as outlets 


or money savings of individuals” and, therefore, presumably among the “out- 
ts for investment funds” (p. 15). Securities used to retire bank loans or acquire 
r securities or assets (except for securities acquired through refunding or by 
nvestment trusts) are kane although repayment of bank loans by foreigners 
s treated as a negative investment outlet in 1918 (p. 13). No attempt is made 
to explain the economic significance of the resulting estimate. 
No reference is offered to substantiate the charge that I have confused “‘in- 
stment” with “capital formation.”’ If ‘“‘investment’’ is defined as the purchase 
irrently produced finished capital goods, they are of course the same. From 
¢ phrases ‘investment in securities” and ‘‘security outlets for investment funds,” 
| take it that the authors mean by “investment” the purchase of securities. 
i. The reference for my statement that Dr. Moulton believes that savings 
ave been excessive since the World War should have been, not to pages 190-191, 
to page 30, where it is stated that ‘‘after the World War .. . the annual 
ings of the American people” led to a “volume of available investment 
\ much more than sufficient . . . to provide all of the funds required 
tor productive capital expansion.” 
There seems to me a vast difference between contending that Professor 
Hansen "believes that population growth has been a controlling factor in eco- 
nomic expansion, or is the only impetus to economic growth’’—which is the way 
Hansen's position was presented by the authors—and his own summarizing 
statement that “growth and expansion dominated the whole of economic life” 
in the nineteenth century—which the authors offer in their reply as proof that 
they have treated Hansen fairly. The difference is made even clearer by the fact 


is one quantitative estimate Hansen suggested that population growth and 


‘he phrase “security outlets for investment funds” is never used in the text. 
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territorial expansion were responsible for only a half of capital formation up 
to 1929.° 
HENRY H. 
Amherst 


Professor Brady’s Review of Munk’s “Economics of Force” —_ 

I have just read Robert Brady's review of Munk’s, The Economics of Force 
(June, 1940, issue, this Review, p. 409) and I must say that it seems grossly 
unfair. There should be some way to get another appraisal of Munk’s book befor: 
the readers. Perhaps I am also ‘‘muddled” and have an ‘‘intense emotional! bias’ : 
but I think Munk’s is one of the best books on fascism I have seen and very wel! 
written. 

JOHN Is: 
University of Kansas 


Permit me to remark that I think Dr. Robert Brady struck a wee bit below the 
midriff—inadvertently, I am sure—in his review of Dr. Frank Munk’s The Eco. 
nomics of Force, published in the June issue. It seems to me that in his review 
Dr. Brady applied, at least by implication, standards of criticism which are ir. 
relevant. Dr. Munk makes no pretension that his is a closely worked scientifi 
treatise. He says in the preface that it ‘‘is designed for the interested, non-technica 
reader who is trying to find a foothold in the maze of conflicting theories,” et: 
For many such readers I know that Dr. Munk has developed a decidedly illuminat 
ing set of ideas in contrasting what he roughly, but none the less revealingly 
characterizes as the economics of force and the economics of welfare. 

DEXTER M. KEEzER 


* 1 stressed expansion into new territories in my review, in addition to population 
growth, not because I thought Hansen considered them as necessarily separate facto: 
but because the authors in their statement of Hansen's position omitted territorial « 
pansion, making Hansen argue that population growth alone explained economic growt 
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TEMPORARY NATIONAL ECONOMIC COMMITTEE: 
REVIEWS OF MONOGRAPHS 


Eprror’s NoTE:—The reviews of a number of T.N.E.C. monographs are 

ted here in one place for convenience, instead of being distributed through 
review section. The remainder of the monographs will be reviewed in the 
mber number. The T.N.E.C. record will be further explored in analytical 
interpretative articles to be issued as a supplement to either the March or 
e number, 1942. 


10: Industrial Concentration and Tariffs. By CLIFFFORD L. JAMES, EDWARD 
WELSH, and GORDON ARNESON. 1940. Pp. 326. 35c. 
11: Bureaucracy and Trusteeship in Large Corporations. By MARSHALL E. 
Dimock and Howarp K. Hype. 1940. Pp. 144. 30c. 
13: Relative Efficiency of Large, Medium-Sized, and Small Business. By 
THI FEDERAL TRADE COMMISSION. 1941. Pp, 449. 50c. 
: Hourly Earnings of Employees in Large and Small Enterprises. By 
JACOB PERLMAN. 1940. Pp. 94. 15c. 
15: Financial Characteristics of American Manufacturing Corporations. By 
CHARLES L, MERWIN, JR. 1940. Pp. 442. 40c. 
17: Problems of Small Business. By JOHN H. Cover, NATHANAEL H. 
ENGLE, EARL D. STRONG, PETER R. NEHEMKIS, JR., WILLIAM SAUNDERS, 
HAROLD VATTER, and HAROLD H. WEIN. 1941. Pp. 412. 40c. 
18: Trade Association Survey. By CHARLES A, PEARCE (assisted by others). 
Pp. 501. 50c. 
21: Competition and Monopoly in American Industry. By CLAIR WILCOX 
1940. Pp. 344. 40c. 
The Structure of Industry. By WiLtarpD L. THorP, WALTER F. 
CROWDER, and associates. 1941. Pp. 759. $1.00. 
Large-Scale Organization in the Food Industries. By A. C. HOFFMAN 
). Pp. 174. 20c. 


ten monographs bear on various aspects of the problem of concentration 

put and market control, particularly in manufacturing. They will be taken 

he general plan of first measuring the extent of concentration (including 

ypes of monopoly control), and then examining certain explanations 

oncentration, The reviews are designed primarily to summarize the 

S onl to indicate the nature of the findings of these monographs. The 

wer reserves for another and more appropriate occasion a. critical evaluation 

| of the evidence provided by the T.N.E.C. concerning competition and 
mopoly in the American economy. 


Competition and Monopoly in American Industry (monog. no. 21), 
or Wilcox classifies our industries and products into the following four 


Workable competition, characterized by ‘“‘the availability to buyers of 
genuine alternatives in policy [with respect to prices, qualities, etc.} among 
eir sources of supply”’ (p. 8). 
Monopoly and duopoly, where one or two firms control nine-tenths or 
more of the supply.* 
sor Wilcox states that “in their essential character and in their ultimate effects, 
ind monopoly are the same” (p. 10, also p. 98), but this dubious generalization 
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3. Oligopoly and market dominance, where few firms control all of the supply 


and one or a few firms control most of the supply.? 
4. Pursuance by numerous firms of a common policy, chiefly through cartels 
and trade associations. 


In virtually all of the cases in which information is available, the larger nationa| 
industries and many of their specific products are treated in the monograph, and 
short sections (averaging one or two pages) are devoted to the market situations 
and policies in selected important fields. 

There are obvious difficulties in carrying through a systematic classification 
of this sort. Whether a given industry is workably competitive or is so organized 
as to possess “‘an appreciable degree of monopoly power” cannot be ascertained 
by the objective use of any easily available index (such as number of firms) 
Personal judgment must be used extensively so that the classification of one 
economist will differ materially from that of another with a divergent view 
of the economic world, and this subjectivity is enhanced by the fragmentary 
nature of the data. Professor Wilcox lists variety chain stores under group | 
(p. 56), for instance, although in local markets the concentration must fre. 
quently be very high and net return on investment has averaged over 15 per 
cent even in bad years;* many of the trade associations discussed under group 
4 probably possess less monopoly power. Where few producers control the out 
put the industry or product is put in group 3, but where supplementary informa. 
tion reveals competition it is placed in group 1 (e.g., tires, p. 48)—this might 
happen much more frequently if we had more such detailed information. 

Yet even a relatively subjective classification can be done well or badly, and 
Professor Wilcox has done it very well. He has collected an enormous amount 
of information—more extensive in scope than that contained in any other in 
dividual study of our economy; he has utilized this information with judgment 
and he has compressed his more important findings into a remarkably small 
space. It is not possible here to do more than quote his very cautious conclusion 
‘The most that can be said today is that competition is far too common to justify 
the thesis that the competitive system is approaching extinction, and that 
monopoly is far too common to justify its treatment as an occasional exception 
to the general rule” (p. 308). 


The Structure of Industry (monog. no. 27), prepared under the direction 
of W. L. Thorp and W. F. Crowder, contains six related but essentially inde- 
pendent studies of the degree of concentration in manufacturing. These studies 
may be summarized briefly: 

1. As measured by certain characteristics of the frequency distribution of em- 
ployment per establishment (roughly, plant), there has been a general increase 
in concentration. Thus in the industries sampled, half of the workers were em- 
ployed in 5,950 establishments in 1914 and by 4,885 in 1937. Simple indices 
of concentration are presented for 195 industries. The study eschews all eco- 


is contradicted by his own evidence on tires (p. 48) and automobiles (p. 197), fo! 
instance. 

* Here the discussion is on the basis of type of control: price leadership, price agree 
ments (including delivered-price systems), patents, market sharing, inter-corporate reid 
tions, etc. Analytically, of course, this group merges imperceptibly into groups 2 and i 

* Survey of American Listed Corporations (New York, 1940), Il, pp. 340 f 

* The precise indices of concentration are two: an absolute index, equal to the recipro 
of the number of plants employing half the workers in the industry, expressed as 4 pet 
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inalysis; it raises few significant questions and answers none. 
The establishment structure of firms (called “central offices’) is subjected 
onsiderable statistical analysis, on the basis of Census records for 1937. An 
chapter provides a survey of the importance of multiple-plant firms in 
1s industries (ranging from ownership of 48.3 per cent of plants in 
lucts of petroleum and coal’’ down to 4.0 per cent in printing and publish- 
); a frequency distribution of plants per firm on an industry basis (over half 
the firms operated only 2 plants, while 11 operated 100 or more plants) ; 
diversity of operations (63.5 per cent operated in only one industry, while 
perated in 10 or more industries). As compared with one-plant firms, central 
-e establishments employed six times as many workers, paid $199 (or 18.5 
ent) more wages per worker, and secured 20 per cent more value added 


ver worker. The central offices are then classified into five groups, each of which 


eives a short chapter:° 


Uniform functions: several establishments in each of one or several in- 
dustries (85 per cent of central offices fall in this group). 

Divergent functions: establishments using the same materials for different 
pr ducts, those utilizing by-products, or those engaged in parallel processing 


of different materials (e.g., cotton and woolen textiles). 

Convergent functions: establishments producing complementary a roducts 
those whose products have closely related markets (e.g., radios and 

pianos ). 

Succes ssive functions: vertically integrated plants. 

Unrelated functions: for example, automobile bodies and sheets and pillow 


of these chapters contains a few additional statistics and brief discussions 


f important industries, and an appendix (pp. 211 ff.) gives details for several 


ndred industries. The entire section is a most useful addition to our meager 
wledge of the -multiple- firm. 


suggests that mergers ‘‘were hen to a extent promo- 
activity during periods favorable to new security issues” (p. 234). 
he history of concentration in seven important industries is sketched 
as to be relatively uninformative. In only one of the industries (auto- 
;) have the dominant firms succeeded in maintaining their share of sales. 
concentration Sse (percentage of output produced by the 
rgest firms) is studied for 1,807 products, and the concentration is related 
ype of product, price and output changes, and other less important variables. 
s impossible to summarize these results here, but a few samples may be given.* 
half of the products had concentration ratios of less than 73 per cent, 
lf of the value of products had a ratio of less than 60 per cent. Concentra- 
as higher for fre sono goods than for consumers’ goods, and for durable 
's than for non-durable goods. Concentration is not grange with output 
rice ges from 1929 to 1933 or from 1933 to 1937, but these latter two 


and a proportionate index, similar in all respects except that it utilizes 
n of plants so situated. 
graphic illustrations (p. 148); frequencies are given in Table 22 (p. 168). 
Its were presented by W. L. Thorp and W. F. Crowder, ‘‘Concentration 
t Characteristics as Factors in Price-Quantity Behavior,” Am. Econ. Rev., Suppl. 
b., 1941, pp. 390-408. In the monograph the authorship is attributed to W. F. 
1 the assistance of G. B. Wimsatt. 
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types of changes (prices and outputs) are negatively correlated (especially for 
consumers’ goods) and are more highly correlated, the less the concentration 
ratio. 

Some of the results of this study are very interesting, but a few cautionary 
remarks are in order. Concentration is not equivalent to monopoly power. The 
extent of monopoly is in part understated because physically similar com. 
modities are treated as single products, collusion between firins is not recorded, 
and many commodities have local or regional markets.* On the other hand. 
all inter-commodity competition is ignored. On the statistical side, too heay 
reliance is placed on scatter diagrams; very few readers can accurately read such 
diagrams. This point may be generalized: all of the statistical monographs con. 
sidered in this review have made inefficient use of the data because of an up. 
willingness to use refined statistical techniques, and sometimes positive errors 
have been committed.* 

6. The product structures of the fifty largest manufacturing companies are 
examined with special reference to the concentration question. These companies 
have over 2,000 products (as defined by the Census Bureau). The product stru 
tures are analyzed on a plant and firm basis (half of the companies produce more 
than 55 products) ; importance 1 pay to the companies (94.7 per cent 
of the products individually yielded less than 5 per cent of the total receipts 
of their companies) ; and concentration (57.8 per cent of the products of in 
dividual companies amount to less than 10 per cent of the national output o 
these products). A last statistical chapter surveys the positions of these com 
panies with respect to leadership in various product lines. The study concludes 
with two chapters on the causes and significance of multiple products, the former 
being based on twenty-seven interviews. Neither chapter makes any important 
contribution to our knowledge of the subject. The multiple product firm is so 
interesting that many economists will regret the emphasis on concentration in 
this study, but in any case the information is welcome. 


The two previous monographs contain broad surveys of monopoly or con- 
centration; Dr. Hoffman’s Large-Scale Organization in the Food Industri 
(monog. no. 35) is a more detailed investigation of one important sector 
of our economy. A general setting is provided by five chapters summarizing 
trends in large-scale organization in retailing, meat-packing, dairy products, 
flour-milling, baking, and other food industries. In general it is found that the 
growth of large companies has slowed down or stopped in the last two decades 

The most important explanation of this concentration, according to the author 
lies in the economies of production and more especially of distribution, and in- 
deed his thesis is that the concentration was due primarily to the “natural and 
inevitable adjustment of economic institutions to the basic factors which condi 
tion them” (p. 4). This is argued with some persuasiveness for the case 0! 
chain stores vs. independents, but for the rest he relies on a listing of economies 


* Thus the national concentration ratio for bricks was 7 per cent; those for Los Angeles 
and New York City were so high they could not be disclosed (p. 321 n.). The brief section 
on regional markets (pp. 321-23) is of little assistance on this point. 

* For example, it is said that “table 16 indicates that the 392 products [a sample usec 
for an inconclusive 1935-1937 comparison] offer a fairly representative cross-section of & 
concentration picture of the larger group” (p. 332). If the x’ test is applied to the numbes 
of products in that table, it is found that only 35 times in 10,000,000 would such a «is 
crepancy as exists between the two distributions occur with random sampling. In the cas 
of the value of product figures, the probability is very much smaller! 
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| and vertical integration (chap. VII). Such proofs are notoriously 
ncing; with a little ingenuity it is usually possible to list as many dis- 


ies. No real progress can be made in the absence of quantitative measure- 


the economies under consideration, and Dr. Hoffman makes little use 


this approach.® A very good chapter on patents in food processing industries 


, more definite explanation of concentration for only a few industries. 
oie le that financial motives for mergers were not investigated, since 
known to have been important in certain industries (e.g., baking). 
remainder of the monograph is devoted to an analysis of the extent of 

After a routine summary of the theory of imperfect competition,” 
| well-known tests of monopoly are applied to certain food industries. On 
hole the evidences of monopoly power are found to be few: concentration 

re still relatively low; profits rates have usually been high, but not sensa- 
they have been declining; monopsonistic exploitation does not ex- 
low prices of chain stores; prices have been flexible; and processors’ 


sins have varied with wage rates. In the case of chain stores the evidence 


convincing, but many important fields (e.g., milk markets) are not 
| and the investigation of the remainder is scarcely exhaustive; for 
the author does not mention the possibility of over-investment when 
the low rate of return in meat-packing. 


t popular explanation of the appearance of large companies is ex- 
y the Federal Trade Commission in Relative Efficiency of Large, Me- 


Sized, « md Small Business (monog. no, 13). The presentation is not very 


he contents may be summarized under three heads. 


Using the results of previous government investigations, 128 tests of pro- 


sts and 105 tests of rate of return on invested capital are applied 

ortant industries (which accounted for one-fourth of the value of 

the 1937 Census of Manufactures). “The results of the total tests 

he largest companies made, on the whole, a very poor showing . . . 

verage, over one- third of the companies in every array had costs lower 

t of the largest company” (pp. 10, 12). The recapitulation in the table 

xe 578 may be of interest. It is emphasized that these cost and return figures 

been checked in detail, and presumably standardized, by government ac- 

s (pp. 5, 11). The data are an illuminating contribution to a topic which 
mport ant policy implications. 

There follow fifteen sections (many only a page in length) on vertical 

tion, disadvantages of large size, case studies of selected mergers, etc. 


st of these sections cover familiar ground very sketchily. Special mention 


made, however, of a brief survey of the merger movement by Professor 
Watkins (pp. 133-39) and of the principle of efficiency in mass pro- 
n by Professor Frank Fetter (pp. 398-415). 


data are presented only for the chain store chase (pp. 60 ff.), and here 
nation of the effect of the size of the chain on cost per establishment. 

ry, however, contains numerous errors. In the case of the dominant firm 

t any given level of prices, the small firms (acting competitively) will offer 

1 on the curve of average costs for the marginal producer’ (p. 83). This 

no merit other than novelty; for the correct short-run theory see my ‘‘Notes 

of Duopoly,” Jour. Pol. Econ., Aug., 1940. The author, who is apparently 

long history of the theory of bilateral monopoly, has made several errors 

idix in which he independently reconstructs the theory; in particular the range 

icy is greatly exaggerated (p. 163); see J. R. Hicks, “The Theory of Mo- 

metrica, Jan., 1934. 
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RECAPITULATION OF THE FEDERAL TRADE ComMIssION FINDINGS ON EFFICIENCY AND Sys 


Lowest average Highest rate of 
costs return 


| Individual Companies: Tests 
Largest Company 
Large Company 
Medium-sized Company 
Small Company 

. Groups of Companies: Tests 
Large Companies 
Medium-sized Companies 
Small Companies 
Individual Plants: Tests 
Largest Plant 
Large Plant 
Medium-sized Plant 
Small Plant 


3. Two case studies are presented of mergers of cement and steel companies 
In the cement case (Pennsylvania-Dixie), an original investigation for the 
T.N.E.C., it was found that the merger was effected by banking syndicate (whi 
doubled the book value of the fixed assets and made a gross profit of $5,400,00 
from the venture); that the rate of return on tangible investment declined 
after the merger (although part of this decline may have been due to depres 
sion of the industry) ; and that no important economies were secured by merger 
The review of certain Bethlehem mergers is in large part a devastating refutation 
of the 1922 report to the Senate by Attorney General Daugherty which argued 
that these mergers were innocuous. The mergers were found to be motivated 
largely by a desire to restore the basing-point system and to reduce competition 
Both of these excellent studies are supplemented by exhibits of much source 
material. 


Financial Characteristics of American Manufacturing Corporations (monog 
no. 15) is a survey of the following aspects of corporation statistics; profits; 
dividends; working capital; fixed capital and its expansion; and source and 
disposal of funds. In each case various influences (size of firm, liquidity 
position, etc.) was examined in a variety of statistical series.’ It was discovered 
that the rate of earnings is positively correlated with size of company (measured 
by assets),’? but the rate of earnings-plus-interest-plus executive salaries \s 
negatively correlated. The ratio of cash dividends to income in the period 
1926-30, 1933-36 was 150 per cent for all companies; for income companies 
(whose ratio was of course less than 100 per cent), the ratio increased steadily 
with the size of company. The remaining chapters will be of interest chie 
to accountants and investment analysts. The reliance on asset-size : se nar the 


rmora- 


“ The series are four: for all corporations, Statistics of Income; for 400 large corp 
tions, Standard Statistics; for 1,300 small companies, a sample of income tax retums 
and 525 corporations registered with the S.E.C. The period varies, but in all cases ! 
between 1926 and 1938. 

* The contrary findings of Epstein and Paton are attributed to sampling bias (pp. 28 
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mograph of any great relevance to the monopoly problem, for asset-size 
most meaningless with reference to concentration, let alone monopoly. 


In Hourly Earnings of Employees in Large and Small Enterprises (monog. 
14). Dr. Jacob Perlman examines sixteen industries to discover what re- 
ships exist between average hourly earnings and the size of firms and plants. 

‘firm seems to have a significant i:dependent relationship to hourly earn- 
n the eight industries in which a few firms dominate (e.g., steel, cigarettes), 
not in the eight industries in which concentration is low (e.g., textiles). 

e following figures are typical: in meat-packing, the hourly earnings (in 
mber, 1937) of skilled male laborers in the “Big Four’’ was $0.887, in in- 

liate companies, $0.781, and in small companies, $0.733. Size of plant 
so correlated positively with hourly earnings in most manufacturing indus- 
pp. 43 ff.), but this correlation disappears in all but one of the industries 
nous coal) investigated in detail after location and similar factors are 
ted. Five appendices give more detailed information on individual in- 
and a sixth investigates the cyclical stability of employment in large 
ompanies in ten industries. In this latter study the data are so frag- 
and the hypotheses so ambiguous that there is little justification for 
nclusion that “the stability of employment and earnings are not related 
the degree of concentration in the industry or the nature of the products 
(p. 83). 
gecstions are made but not explored by Dr. Perlman in explanation 
findings, which are at least superficially contradictory to the usual con- 
of theoretical analysis. Two related factors do seem important: large 
s can obtain the best employees through higher wages, and these com- 
more frequently use piece rates and production-bonuses, so in both cases 
wage rates may not mean high labor costs. The dismissal of unionization 
xplanation may be too hasty (p. 8) ; certainly the evidence here presented 
nly that it is not a complete or universal explanation (see pp. 23, 72) 

lifferences in quality of products also deserve more attention (pp. 19 f.). 
| and intriguing suggestion, that large companies pay high wages because 
n better afford them (p. xiv), opens vistas of non-Euclidean economics 
h, it is hoped, the B.L.S. will some day give us additional details. 


of Small Business (monog. no. 17) contains three independent 


irst section deals with the mortality of small business. Five chapters 

ed to a rather tedious recapitulation of individual studies which have 
in various localities, with classifications according to type of business, 

f organization, size of assets, etc. The remaining nine chapters examine 
le influence on mortality of migration, managerial competence, ade- 
pital, control of assets and liabilities, control of costs, control of 
redit extensions, personal affairs, and governmental regulation. The study 
es a large number of individual investigations, and it may be useful 

t reason. But there is little critical comment, concepts are not clearly 


pendent relationship is meant that location (section of country and size of 

mposition of the labor force, and unionization were eliminated. We cannot 

hat the elimination of these factors was complete for the data, as here presented, 

tly detailed (e.g., only three grades of skill are sometimes considered), nor 

factors eliminated simultaneously. But the main conclusion would probably 
refined analysis. 


| 
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defined (see, for example, the section on “competition,” pp. 122-23), and th. 


conclusions (pp. 136-37) are trite. 

2. Market security and price stability are treated in the second section, D; 
N. H. Engle contributes an interesting and informative survey of recent trends 
in marketing, with considerable attention to the changing importance of tradj. 
tional marketing channels and the emergence of new types of marketing. D; 
E. D. Strong has concisely summarized and appraised the arguments for and 
against retail price maintenance; he concludes that “resale price maintenance 
is bad in principle and practice” (p. 203). 

3. The third section, financing of small business, also consists of two separate 
studies. On the basis of asset size a large number of financial ratios are pre. 
sented to suggest that “the financial position of [incorporated} small business 
has weakened since 1929” (p. 207). A considerable amount of the materi 
overlaps other T.N.E.C. studies, but the chapter also summarizes a miscellany of 
information on expenses of security flotation, borrowing rates, availability of 
bank credit, and the (unsuccessful) attempts of government agencies to mee: 
credit needs of small business. The second study, by P. R. Nehemkis, Jr., pre 
sents the results of an S.E.C. investigation of financing of small business in nine 
urban centers. These very interesting studies are reported in detail (Appendix 
2), and a good summary of the findings is also provided (pp. 261-79). 


Economists are in uncommon agreement that growing managerial problems 
are a fundamental deterrent to the expansion of businesses. In Bureaucracy and 
Trusteeship in Large Corporations (monog. no, 11) this problem is 
dressed by two political scientists. The monograph opens with a survey of the 
size, diffusion of ownership, and separation of ownership and control in ven 
large corporations. This secondary information is familiar to most economists 
and requires no further attention here.1* The nature, structural and personne 
causes of, and remedies for bureaucracy are then examined. The discussion is 
comprehensive and balanced, but the economist will regret the absence of 
economic categories (e.g., in terms of stability of output, number of plants 
diversity of products, etc.) and the almost complete absence of quantitative data 
The final section deals with the trusteeship réle of management. It is shown that 
executives have been well cared for and that the reciprocal treatment of sto 
holders of large corporations has been satisfactory, but that labor and customers 
have more reason for complaint. The latter portions of the monograph off 
many specific and sensible suggestions for changes in corporate management 


In Industrial Concentration and Tariffs (monog. no. 10), Professor James 
undertakes several investigations of the relationships between tariffs 


“There is also a statistical summary of the status of small business (pp. 248-59, Aj 


pendix 1), which again is duplicated in part elsewhere in this and other monographs 
is particularly difficult to understand why these two studies of section 3 were not combin 


into one 

* Superior information on diffusion of ownership and officer holdings is now : 
in monog. no. 29, Distribution of Ownership in the 200 Largest Nonfinancial Cort 
tions. 

The chief exception is the measurement of morale by replacement rates (pp 
which leads to the premature conclusion that “the level of morale in large companits 
at least as high as in small ones and that in all probability it is somewhat higher” (p. % 
The generalization is based on 20 industries in 1938, no attention is paid to the leve 
activity in various industries, or to the location of plants (one-company steel towns 
metropolitan manufacturing centers), or to the level of wages in various lines, etc 


SA 
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poly, as well as a study of the costs to consumers of the tariffs on sugar 
won. He first compares the concentration ratios for 1,807 manufacturing 
(see monograph no. 27) with their ad valorem tariff rates, and dis- 
the lower concentration ratios accompany more restrictive rates (pp. 
[his is left unexplained; it may be due in part to the fact that the prod- 
th low concentration ratios are relatively more valuable and there is 
from many producers for protection. Next, 317 products with concentra- 
tious in excess of 75 per cent are examined in more detail to discover 
tariff reductions would “partially offset monopolistic elements in domes- 
‘ It is found that this would occur in 27.7 per cent of the products 
); the percentage varies by industries from 81.8 (nonferrous metals) 
ultural and automotive machinery). Finally, three chapters are de- 
0 S| pecific industries (gypsum, flat glass, and borates). The choice of 
r industries does not seem inspired. 
the discussion in the text and the 220-page appendix which describes 
icteristics of the 317 products, it is impossible to assess the validity 
ssor James’s findings. The data necessary for a rigorous analysis are 
non-existent: the foreign and domestic supply and demand curves; 
assumptions for cases of oligopoly; etc. And indeed we are not 
n foreign and domestic prices, transportation rates, and similar more 
ilable data. The results are in any case only approximate,’® but the 
supporting evidence makes this study much less valuable than it 
rwise be.?° 
two chapters of Professor James’s monograph are interesting digres- 
the question of oo. The effects of the trade agreements pro- 
softwood lumber industry were analyzed in response to a senator's 
| it is concluded that these effects were adverse but small. The cost 
of the duties on sugar and rayon (together with the quota, in 
ise) are estimated to be 274 million dollars and 70 million dollars 
espectively (but customs revenues averaged 59 million dollars per 
gar imports). The estimate for sugar seems fairly reliable, but that 
may be considerably exaggerated because of such factors as the lower 
the imported goods. 


Association Survey (monog. no. 18) contains the most extensive 

American trade associations that we possess. The survey, which was 

tionnaires, covers more than thirteen hundred of the fifteen hun- 

ind regional associations (as of 1938), ranging from powerful 

ps down to the defunct Mechanical Egg Beater Institute. Two in- 

hapters and numerous tables (pp. 359-425) present information on 

classes are also considered: duties restrictive but monopolistic elements 

mall group; duties not restrictive, which contains two-thirds of the 
ind free of duty, a very small group. 

matter, are not even referred to in the monograph. A good introduction 

be found in D. H. Macgregor, Industrial Combination (London, 1906), 


f course now obviously out of date: see copper (p. 212) and aluminum 
lence, however, it is also impossible to reject these findings categorically, 


of the American Tariff League and the Home Market Club allege. For 
and the authors’ reply, see T.N.E.C. Hearings, Part 31A, pp. 18081-97, 
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industrial distribution, income, membership, activities, and staffs of these 
associations. The direct attempts to repress competition are twice treated, firs 
in a disappointing running summary of 125 governmental prosecutions (chap, 
III) and then in a more detailed study of the once-powerful Sugar Institute 
Indirect attempts to eliminate price competition by collecting and disseminatinp 
trade statistics in suggestive 0a and by promotion of uniform accounting 
systems and cost studies are then discussed in almost exhaustive detail. A fin,| 
chapter is devoted to other activities: technical research; standardization and 
simplification; trade promotion; labor relations; and governmental relations 
This last section unfortunately does little more than mention the lobbying actiy; 
ties of trade associations. Readers who wish only a broad view of the subject wil 
appreciate an excellent summary (chap. VIII). 

The authors of this monograph are to be congratulated on providing a 
of information in a well-organized fashion. But it is unfortunate that no attemp: 
was made to measure the effectiveness of these associations in restricting com 
petition. At best this could have been done in only a very limited number of 
cases, but most of the assembled details will hang in air until this is done. The 
monograph has not contributed to our knowledge on such points as whether 
effective control requires large firms to police the industry, whether geographical 
localization of producers is necessary, or what degree of product heterogeneity 
is compatible with joint action. The authors, who show some sympathy wit! 
trade association objectives,?! wish to answer such questions, and to safeguard 
the public interest, by establishing another governmental bureau (pp. 354-58 
The solution is not infallible. 

GEORGE J. STIGLER 
University of Minnesota 


No. 1: Price Behavior and Business Policy. By SAUL NELSON and WaLtey 
G. Kem. 1940. Pp. 419. 45c. 

No. 6: Export Prices and Export Cartels (Webb-Pomerene Associations). By 
MILTON GILBERT and PAUL D. DICKENS. 1940. Pp. 310. 35c. 

No. 32: Economic Standards of Government Price Control. By BEN W. Lewis 
WARREN C. DON S. ANDERSON, R. K. FROKER, ELLery B 
GORDON, WILLIAM Y. WEBB, DONALD H. WALLACE, ARYNESS Joy, and 
EDWARD S. MASON. Pp. 514. 55c. 

No. 33: Geographical Differentials in Prices of Building Materials. By Watt 
G. KEIM and associates. Pp. 459. 55c. 


The well-known reports of the Industrial Commission and the Bureau o! 
Corporations of a former day were made in an intellectual and social climat 
represented by “contracts in restraint of trade,” by a sharp division between 
competition and monopoly, and by a theory of monopoly price such as was 
diagrammed in elementary texts until recently, when newer approaches compeli¢ 
a revision. The emphasis in those reports was on the history of great combines 
the various types of collusion, and the resulting prices. The above publications 


** This sympathy rests in part on the erroneous view “that competition, howevet 
ated, encounters no natural force or circumstance that halts the movement [downwa' 
price} at the level of cost and from the fact that there is no characteristic of the markt 
that automatically corrects a competitive situation in which the members of an inaust' 
fail to cover their costs” (p. 346, also p. 46). Surely marginal cost offers a lower lev 
to the price competition referred to in the first part of this sentence, and liquidation 0 
bankruptcy is usually necessary to eliminate over-investment, the only condition un 
which the second ‘‘fact’’ arises. 
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| with the Temporary National Economic Committee, reflect at least a 
| change: a new theoretical framework epitomized by monopolistic com- 
ind an emphasis on general price patterns and the business cycle. 

graph on Price Behavior and Business Policy deals alike with general 

‘al specific price investigations. After a brief chapter on the nature of 

nd d monopolistic competition comes a judicious discussion of the recent 
ncerned with the rigidity and flexibility of prices, and then a fine 
on non-price competition. Concluding Part I is a chapter on household 
appliances, illustrating some of the ideas of the preceding chapters and 
plifying an industry in its infancy only twenty years ago and now already 
ed with the problems of a saturated market. Part II treats of the geo- 
price structure, outlining a variety of practices including the basing 

system. Part III explores retail prices in the drug trade. It presents a 

of data and throws light on non-price competition, resale price mainte- 

largins. 
intended as a general introduction to the series or as a general 
e pattern of non-regulated prices, this monograph would probably 
lized its purpose more fully if it had included a discussion of costs in 
to price behavior, of the impact of advertising on demand and costs, and 
kets dominated by a few sellers. It is to be noted, however, that the study 
my. without simplifications or hasty generalizations, and with due 

g legislation. 


and Export Cartels deals first with general principles, stressing 
between export and domestic prices. The discussion is extended 
tions are abundant, with the data based on a field investigation of 
ises. The analysis does not break new ground. Part II gives in 

; a useful account of foreign investments in this country. Part III, 
xclusively of reproductions of relevant reports by the Federal Trade 
(with needless repetition of the Webb-Pomerene act and of anti- 
in foreign countries), offers a wide miscellany of desirable informa- 
, from existing legislation, proposed amendments, procedure, com- 
rted, to a complete list of 120 export associations and their mem- 


on Economic Standards of Government Price Control examines 
tting practices in three fields—electric utilities, milk and bituminous 
ly is oriented to three basic questions: the underlying considerations 
scale of prices set for the service; the pattern of prices for dif- 
tegories of consumers and sh gs a subject that has received singu- 
; and the relation of price 

nes the work of three of the most effective public service com- 
Wisconsin, Illinois, and New York, and, very briefly, the policies 
[.V.A. Some of the highlights are: the indisposition of commissions to 
nt with lower rates as an inducement to a greater demand; insufficient 
vary the rates with the movement of the business cycle; general un- 
what the courts will do; and a reluctance to indulge in theories of 
n, of new objectives of rate making, or of the impact of policy upon 
nomy as a whole. To the commissions, evidently, sufficient unto the day 

thereof. 

races the regulation of milk prices by the federal government and 
Oregon, California, Indiana, Wisconsin, and New York. The 
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reader gains a cumulative appreciation of the complexity of costs, prices, differ. 
entials, the interplay of group interests, the repercussions of policy in ,j 
directions, and the painful slowness of adjustments during which serious politic, 
reactions are possible. It is indicated that the regulation has generally benefite; 
the farmers, 

Part III gives a detailed account of federal legislation and techniques in the 
regulation of production and prices of bituminous coal. The conclusion is thy 
the industry needs regulation, but that the legislation must be amended inasmuch 
as the process of price determination is too slow for adjustments. to changing 
costs without a prejudicial lag. Part IV, written by Dr. D. H. Wallace. js a 
excellent 100-page résumé of the whole study, compact, clear, and marked }y 
fresh viewpoints, by easy familiarity with issues, and by cogent discussions of 
points in theory. 


Geographical Differentials in Prices of Building Materials offers for the firs 
time an exhaustive account, based on a laborious field survey, of wholesale and 
retail prices of thirty-seven residential building materials in fifty representative 
cities throughout the country, for the period between January, 1935, and Sep. 
tember, 1939. A separate chapter is given to each of the thirty-seven com. 
modities, from asphalt to turpentine, with arrays of prices and monthly index 
numbers. 

Many a use will be made of these and the other documents. It is hoped that 
one paramount use will not be neglected—a careful exploration of this abundant 
material for the formulation of social policies and controls superior to whut 
we have at present. 

M. M. Boser 

Lawrence College 


No. 41: Price Discrimination in Steel. By JOHN M. BLAIR and ARTHUR 
REESIDE. Pp. 54. 10c. 

No. 42: The Basing Point Problem, By THE FEDERAL TRADE COMMISSION. Pp 
151. 30c. 


The two monographs on the pricing of steel are part of an elaborate treat. 
ment of the industry in the T.N.E.C. record, which includes five parts on stee 
in the official Hearings and nine studies presented by the United States Ste 
Corporation. The present review, though devoted primarily to the monograph 
will make incidental references to these other materials." 

To speak of the ‘yom of a ton of steel is similar to commenting about | 


price of weapons of warfare. Neither is sufficiently specific to have meaning 
On the other hand, the pricing policy for steel products is something quite 
definite and amenable to general statement, despite the fact that there ae 
thousands of different products of the many and geographically dispersed stet 
mills in the United States. Steel is sold on a delivered price basis, the quoted 
price for a particular quantity and quality of steel ordered by a particulat 
customer being identical from all shippers to a particular location. The price 8 
determined by the base price at the governing basing point, plus or minus ‘¢ 


‘The materials presented at the hearings of the T.N.E.C. are available in two! 
(1) in Parts 18, 19, 20, 26, and 27 of the official Hearings issued by the Superintendent 
of Documents, together with additional materials in Parts 5 and 31, and (2) in vols. - 
and 11 of the Verbatim Record of the Proceedings of the T.N.E.C., published by ' 
Bureau of Nationa! Affairs, Inc. Footnote references will be to the latter source uo 
the form Verbatim Record. 
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sremiums or deductions for “extras.” As distinct deviations from the 

eral practice, occasional price differences occur even within this uniformly 
ed system,® and whenever such evidences of a lack of exact collaboration 
en all steel producers occur, there is lamentation on the part of the steel 

ho have lost sales to the price cutter,* and even public censure of the 

ty for his practices of injecting a bit of price competition into the steel 


- is, therefore, no reasonable debate concerning how the basing point 
tem works in the steel industry, so far as its mechanical features are 
ned. The basis for debate, for analysis, and for investigation lies within 
ealm of social values. The problern is one of determining whether this 
uniform delivered pricing system, with its identical quotations® and its 
ess in the face of business fluctuations, is the best pricing system, if 
m a social point of view.’ 
s debate to take the form of assuming that competition is good and 
fore, the proponents of the system should prove the existence of 
ind the opponents must prove its non-existence, is largely com- 
two belligerents diligently attacking two different straw men. The 
steel pricing policy carefully label their straw man ‘Competition’ 
interpret such a term to mean price competition, and easily knock 
* The advocates of the steel pricing policy just as carefully, if threaten- 
raged, set up their man with a “Monopoly” label, then consider any 
business from another steel producer by means other than price 
ls to be competition, and thereby dispose of the scarecrow.® 
cial point of view, the pertinent analysis of the pricing policy in 
btain answers to the following questions: 


he cross-hauling which the system encourages cause economic waste ?1° 
practice of charging the government higher prices than are 

| other large purchasers do the taxpayer an injustice ?™ 
fact that the price system enables the large steel producers to 
nine the amounts of the various factors which go to make up the 
f delivered steel permit socially undesirable concentration of power ?1” 


Record, vol. 9, pp. 218 ff., pp. 288-89, pp. 309-10; The Basing Point 
N.E.C. monog. no. 42, pp. 101-02. 
Record, vol. 11, p. 387, pp. 390-91; vol. 2, p. 310; also Price Discrimi- 
r.N.E.C. monog. no. 41; monog. no. 42. 
Record, vol. 9, pp. 278-79 (Mr. Grace’s testimony); vol. 11, p. 379 
mony); also vol. 2, pp. 312-13. 
{2, pp. 120-130; also Verbatim Record, vol. 2, Exhibit no. 358. 
rd, vol. 2, pp. 311-312; vol. 11, p. 387; monog. no, 42, pp. 50 ff. 
standard of maximizing output is the basic principle for the “‘social 
mployed in this connection. 
tly legal point of view re antitrust legislation, this problem of the exist- 
n is of special importance 
s indicating the steel men’s ideas of competition, cf. Verbatim Record, 
5, 319, 347, and vol. 9, pp. 281, 283, 290. 
tion of the existence of “phantom freight,” cf. Verbatim Record, vol. 2, 
318; vol. 9, pp. 378-80; vol. 11, pp. 305, 320, 363, 365, 398-99, 377; 
34-36, 43, 63-74, 110-14, 116. 
11, pp. 28-29; Verbatim Record, vol. 2, p. 325; vol. 11, pp. 390-91 
mmission Study). 
no. 41, pp. 25-28; Verbatim Record, vol. 9, p. 78; vol. 2, pp. 181-82 
de Chazeau). 
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. Is the maintenance of a rigid price policy, with its attendant restriction of 
output and increased unemployment during the depression phase of the 
business cycle, defensible ? Does this practice tend to accentuate the serioys. 
ness of the depression ??% 

. Is there a net economic loss from the fact that the basing point syste, 
tends to offset the efficiency advantages of location 
Does the fact that the delivered price of a ton of steel includes a railroaj 
freight charge, even when it would be cheaper for other means of trans. 
portation to be used, cause justifiable increases in construction costs and 
justifiable discriminations against those who would wish to haul the stee! 
in their own trucks or barges ?'5 

7. Can the existence of ‘phantom freight” and switching charges in exces 
of the actual railroad revenues for such switching be justified through the 
process of balancing “freight absorption” and switching charges less than 
the actual railroad revenues against them ??* 

3. Can the fact that the present pricing system tends to prevent the elimina 

tion of the least efficient and most obsolete plants and equipment, and the 
expansion of the more efficient and modern, be justified on the count that i 
is well to have a certain capacity for emergencies ??" 
Is the demand for each steel product so inelastic as to justify a rigid price 
policy in the face of generally declining prices? Is the supply of steel pr 
duced at decreasing, average, or constant costs within the range of existing 
capacity 


Much of the factual knowledge assumed in these questions, as well as bases 
for reasonable answers to the questions, can be obtained from the studies 
the Federal Trade Commission, of the U. S. Steel Corporation, and of the 
various experts appearing before the Temporary National Economic Committe 
at the hearings on the steel industry. Two monographs” have been published 
in which is available a judicially chosen portion of these materials. Althoug! 
it would be impossible to make a useful summarization or evaluation of these 
relatively brief synthesizing studies, there is point to a few statements regard- 
ing their contents. 

In the monograph entitled Price Discrimination in Steel, a statistical and 
analytical study was made of a particular phase of the steel pricing system 
namely, ‘'the actual extent to which prices on particular items vary according 
to the size of the shipment.’’?' Although there is no pretense made by the authors 
that the study does more than present data concerning the “relationships } 


Cf. monog. no. 42, pp. 55-58, 48; Verbatim Record, vol. 9, pp. 206, 279, 31 
11, pp. 239-41, 252 ff. 

° Monog no. 42, pp. 16, 86, 121 ff., 133. 

* Verbatim Record, vol. 2, pp. 310, 313; vol. 9, p. 341; vol. 11, pp. 348, 354-55, 504 
368-69, 371, 399; monog,. no. 42, pp. 34-36. 

Cf. supra, references to ‘phantom freight.” For examination of switching charges 
Verbatim Record, vol. 11, pp. 320, 363, Exhibit no. 2206. 

Cf. monog. no. 42, pp. 130-33; Verbatim Record, vol. 11, p. 272 (testimony 
Ezekiel). 

‘* Cf. monog. no, 42, pp. 11-28, 134-38; monog. no. 41, pp. 30-35; Verbatim Recor 
vol. 11, pp. 231-74. 

Cf. monogs. no. 41 and no. 42. For more complete coverage, cf. Verbatim Recor 
vols. 2, 9, 11 (Iron and Steel Industry). 

* Monog. no. 41, Price Discrimination in Steel; monog. no. 42, The Basins 
Problem. 

1 Cf. monog. no. 41, Preface. 


} 
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: price concessions, size of shipment, and concentration of buying power” 
ad point out “certain types of significance which they may have,’’*? the findings 
-e extremely useful to those who may wish to recognize readily a few of the 

lictions in the elaborate report?® of the U. S. Steel Corporation, as well as 

terial for an objective answer to the question of price discrimina- 

in steel sales. The study also emphasizes the desirability of examining the 

situation for separate steel products rather than theorizing concerning 

| products in general or using the technique of a ‘‘representative ton” of 

monograph, after showing graphically the relationships of mill nets, net 

and base prices to the size of the shipments, gives a brief exposition 

significance of these relationships to (a) the concentration of economic 

(b) the government, and (c) the economic arguments as presented by 

| industry. This statistical study reveals the tendency for steel companies 

srice concessions from the published base price to large buyers, with 

ant exception of the government.*° Such a policy tends to increase 

ncentration of economic power in those steel-consuming fields already 

ted by a few large buyers, such as the automotive industry or the agri- 

nachinery industry. In addition, this practice places small purchasers at 

ve disadvantage with the large purchaser.?° The federal government, 

hand, even though it is one of the largest purchasers of certain 

ts, is placed in a position of the “least favored buyer.’’** Not only 

liscrimination agains: the government penalize the taxpayer through 

indirect effects upon the amount of funds needed for govern- 

ts, but it likewise makes governmental planning during an emer- 

period more difficult as published prices fail to reflect accurately the move- 
f actual prices paid.?® 

s analysis of the price discrimination picture in the steel industry reveals 

tence of several weaknesses in the elaborate study made for the U. S. 

Corporation under the direction of Mr. Yntema.?® Evidence that “‘sizeable 

essions for the apparent purpose of obtaining large orders’’*° are 

y steel companies tends to weaken Mr. Yntema’s highly significant 

n that the steel industry operates under conditions of constant operating 

Likewise, the contention that freight absorption proves the 


t 


form parts of the report and are on file with the T.N.E.C. as Exhibits 
18, inclusive. 
ton of steel,” infra, p. 589. 
no. 41, pp. 28-30. 


f concessions, cf. ibid. Also, Verbatim Record, vol. 2, pp. 309, 337; 
303, 331-32. 

t portion of the credit and censure which this study calls forth is due Mr. 

it. He was, however, the research spokesman for the industry at the 


of the assumption that variable costs are constant, the month of 
large price concessions being made for the sole purpose of spreading 
iting during that month to less than 25% of total costs, over a larger 
It seems at least questionable whether this greater diffusion of the dis- 
lement of fixed costs would constitute sufficient justification for the grant- 
ncessions so large that mill nets were reduced by amounts up to 50%.” 
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existence of competition within the industry*? is thrown into a somewhat diffe. 
ent light when it is revealed that large buyers get substantial price concession; 
from nearby mills, while small buyers who cannot get such concessions “shop 
around.”’$ 

The monograph entitled The Basing Problem is a “compilation of ¢& 
hibits offered as testimony by the U. S. Steel Corporation and the Federal Trad. 
Commission on the basing point —, prepared by the Federal Trade 
Commission. Although the letter of transmittal*® from F.T.C. indicates that this 
study directs itself primarily to the question, “Does the basing point system 
eliminate price competition or doesn’t it?”’, the contents of the monograph 
afford cogent information valuable as a source of answers to the basic so 
questions mentioned at the beginning of this manuscript. It is interesting ; 
note that, while the U. S. Steel Corporation study maintains the thesis tha: 
the basing point system does not destroy, but rather implements, competitiy: 
practices,** some of the spokesmen of the steel industry claim that price conces. 
sions, price cutting, etc., from the base prices give evidence of the existenc 
of competition, admitting that if such practices did not exist there would be 
monopolistic practice within the industry.87 Although such contradictions are 
interesting, and may be a measure of the relative understanding or relative 
honesty of the various parties, the main contributions of this monograph are more 
basic than these eristics. 

The final sentence in Exhibit no. 1410 of the U. S. Steel Corporation’s study 
reveals the stand taken on one of the basic issues: “In brief, the steel industry 
has efficiently performed its function in the national economy, has materially 
assisted in the development of this country and has ever been prepared to meet 
the needs of the nation in each forward surge of prosperity as well as in time 
of national emergency.” It is this latter point, 7.e., ‘in times of national emer 
gency,” to which Mr. Yntema directed his efforts in an unconvincing fashion 
As he stated, ‘It has been charged that steel prices have remained firm in the 
face of falling demand, and as a result production and payrolls have declined 
drastically. This is a serious indictment.’’*® It is an established fact*® that pr 


Cf. monog. no. 41, p. 31; monog. no. 42, pp. 22-24; also p. 32 for graphic present 
of effect of variations in capacity utilization upon man-hours required per unit of output 
Also, p. 49, Table 6, for data used in charts. (These last two references compare the 
hour variations in steel, cement, and brick and tile industries.) 

* Cf. Iron Age, August 22, 1940. 

* Cf. monog. no. 41, p. 33. 

“ Monog. no. 42, p. III. 

* Monog. no. 42, pp. XI ff. Transmittal by W. J. Ballinger, Director of T.NI 
Studies for the Federal Trade Commission. 

* [bid., pp. 6-8 and 50-58. 

"Cf. Verbatim Record, vol. 2, p. 311, (testimony of Mr. Irvin); vol. 9, Pp 
(testimony of Mr. Grace) ; vol. 11, p. 379, (testimony of Mr. Fairless) ; New York Lime 
October 28, 1938, (testimony of Mr. Grace) ; also monog. no. 42, pp. 141-48. 

*Monog. no. 42, p. 30. 

'Ibid., pp. 11 ff., 48; Verbatim Record, vol. 11, pp. 309 ff. 

” Even though posted prices cannot be taken as the sole criteria for judging the stabi. 
of steel prices, these prices have remained stable relative to most other prices anc © 
fluctuations in the industry's production and employment have been remarkably great. 
statistics of steel industry, Verbatim Record, vol. 9, pp. 206, 279; vol. 11, pp. 23%, -* 
U. S. Steel Corporation, Steel Prices, Volume and Costs, Summary, October, 1939, P j 


duction and payrolls in the steel industry did “decline drastically” in the face 
of rigid prices and falling demand. Mr. Yntema’s defense was simply that 


\ 


nd 
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steel industry could not help it, and used that as a denial of its validity. If the 
atention that the steel industry could not do anything about a rigid price 


out reduction policy and still operate on a profit basis is sound, the con- 
etween scarcity economics and efficiency economics is clearly joined. 


ace the basis for much of the conclusions of the U. S. Steel Corporation’s 


is the nature of the demand and supply for steel, a few salient points of 
n might be listed as evidence of the need for careful analysis before 


o this study as a point of reference: 


Even if one recognizes the difficulty of a separate demand and supply 

inalysis for each of the various major steel products, it is nevertheless 

doubtful whether an analysis based on a representative ‘‘ton of steel,” 
which treats the demand for steel rails and the demand for tin plate as 
parts of a homogeneous mass demand, can be considered valuable. One 

T.N.E.C. expert refers to this “ton of steel” as a “heterogeneous . . . non- 

descript . . . theoretical hash of varying composition... 

t may be assumed that the demand for practically all of the various steel 
cts is a derived demand and also that the price of steel forms, in 
ases, a relatively small portion of the cost of the finished product 

hich it is a component part. Likewise, Mr. Yntema’s contention that 
nand for this ‘‘ton of steel’’ is inelastic may also be considered valid, 
though his measure of elasticity applies only to the hypothetical “ton” 
| not to any particular steel product. However, for Mr. Yntema to use 
measure of demand for the industry as being the same for one firm 
S. Steel Corporation) in the industry is questionable tactics, especially 
he denies the monopoloid situation and insists that U. S. Steel is 
ne of many competitors in the field.*? 
nly the inelasticity of demand for steel cannot justify or explain 
ng policy of a single corporation in a competitive industry, unless 
corporation wishes to maintain rigid, uniform prices and thereby 
| price competition. 
treatment shifts in demand curves were ignored, thereby vitiating 
ticability of considering the analysis as suitable to a dynamic situa- 
ikewise the study failed to take into consideration the extent to 
h the activity of the steel industry in production and prices would 
and even determine the activity of industry in general.** 
elaborate examination of the costs of producing steel, there is a 
tion in making available data on actual mill-nets and in the recogni- 
the unimportance of published prices so far as individual trans- 
ns are concerned.*4 
tention that distribution costs in steel are proved not excessive 
t that freight absorption, plus selling expenses, plus advertising 
otional costs for steel are less than just the selling expenses and 
, and promotional costs of nearly every other industry,*® does 
any evidence concerning whether steel distribution costs are 
or not. Incidentally, the study revealed that actually over one- 
the industries examined showed lower costs of this type and the 


rd, vol. 11, p. 261. 
t no. 1411 on file with the T.N.E.C.; monog. no. 42, pp. 12-16, 124. 
Record, vol. 11, p. 237. 


7 

\ i2, p. 29 


O 


No. 


No. 


No. 


4 


These points of criticism of the U. S. Steel Corporation study are but a few 
of the many that can be made. In fact, the analysis by the experts of the Federal 
Trade Commission** in monograph no. 42 is composed of a more detailed ex. 
position of some of these, as well as of others.** In all fairness, however 
should be stated that the lack of objectivity and/or the remote relationship 
between the facts as presented and the conclusions deduced from these facts 
in the U. S. Steel Corporation study should not blind the student of the ste¢ 
industry to the valuable contribution that has been made to statistical and general 
pricing (monopoloid) literature. 


hio State University 


*See Part 9 of the Hearings. 
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bulk (70 per cent) of those higher were consumers’ goods industries 
where advertising is of major significance. { 
As in the case of the demand analysis, Mr. Yntema makes a study of the 
costs of the U. S. Steel Corporation and then treats the figures as repre- 
sentative of the cost conditions of other firms in the industry. Also, no 
actual costs of an actual individual plant for an individual product were 
used. 

Mr. Yntema’s contention that the inelasticity of demand for the products 
of the U. S. Steel Corporation, plus the fairly constant costs of producing 
at various degrees of capacity, leads him to recommend that the U. S. Stee! 
Corporation maintain prices and drastically reduce wages during a de 
pression. One of the tables in the study shows that when output is almost 
quadrupled, total costs are slightly more than doubled. It would seem that 
such figures might warrant another policy recommendation. 

Despite the contentions of Mr. Yntema, it seems merely an illusion to 
maintain that, at any stage of output, the great bulk of U. S. Steel costs 
varies directly with the number of tons of steel produced.* 


EDWARD C. WELSH 


37: Saving, Investment, and National Income. By Oscar L. ALTMAN 
1941. Pp. 127. 20c. 

12: Profits, Productive Activities, and New Investment. By Makti 
TAITEL. 1941. Pp. 180. 35c. 

25: Recovery Plans. By ARTHUR DAHLBERG, HON. RoBeERrT G. AI 
Hon. THOMAS R. AMLIE, HON. JERRY VOORHIS, GEORGE B, GALLOWAY, 
IRWIN S. JOSEPH, JOSEPH M. LuRIE, STERNE MORSE, and Sam D 
SCHEARER. 1940. Pp. 251. 30c. 


EN 


Saving, Investment, and National Income is in large part a summary of | 
hearings on this subject before the T.N.E.C. during May, 1939, though 
author has used some other materials and has altered the emphasis somewhat 
The analysis is cast in a form that has recently become familiar. The problem 0! 
attaining and maintaining full employment is the problem of securing suflicac 
investment outlets for all the savings that would be made out of the income 


’Verbatim Record, vol. 11, pp. 274 ff. 

"W. B. Wooden and H. E. White of the Federal Trade Commission prepared ' 
portion of monog. no. 42 which constitutes a criticism of the Exhibits nos. 141 11 
This criticism, although of necessity brief and somewhat disconnected because of the sof 
of the treatment, is ably done and more pertinent than some of the evaluation presente 
by experts in the T.N.E.C. hearings themselves. 


48 


) and 


Monog. no. 42, pp. 91 f 


3) 
|| 
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luced aon full employment. And the greater the propensity to save, the 
is the problem of maintaining adequate investment outlets. ‘“The intoxi- 
n of a national defense program must not obscure the fact that the United 
id not solve this peacetime problem. The problems of attaining full em- 
an unbroken circulation of income, and a stabilized, high level of 
; activity have been shelved, not soived. They will reappear’’ (p. ix). 
fter stating the problem in terms of saving and investment, Mr. Altman 
nts qualitative and statistical analyses of savings, the rdle played by financial 
tions through which savings flow, and investment outlets in the United 
analyzing savings, he finds that the propensity to save is greatly in- 
y the concentration of individual wealth and income, by liberal business 
es for depreciation, obsolescence and depletion, and by corporate policies 
ning large amounts of net earnings in periods of prosperity. To an in- 
extent savings are being entrusted to financial institutions rather than 
lirectly. This is likely to have several important consequences. One is 
increased control over the flow of savings in the hands of a few managers 
nancial institutions, such as the insurance companies. Another may be 
the supply of venture capital, owing to the conservatism of the man- 
these institutions and to government limitations on the types of securities 
le for purchase by trust funds, insurance companies and savings banks. 
lyzing savings, Mr. Altman turns his attention to investment and 
her ways in which savings can be utilized to maintain national income. 
first part of this section he sets forth Lauchlin Currie’s classification of 
or offsets to, savings and presents the best available statistics relating 
ignitude and variations since 1920. In the second part he discusses the 
tors governing the level of investment. These, he believes, are the 
new industries, the growth and migration of population, changes in 
tivity and prices of capital goods, monopoly and restraint of compe- 
the organization of the capital markets, 
estion of the adequacy of investment outlets in the future Mr. Alt- 
s emphasis in this monograph differs somewhat from that in Part 9 of the 
N.E.C. Hearings. In the Hearings the examiners and witnesses were very pessi- 
t ling that the propensity to save promised to remain high while the 
r savings was likely to be low, owing principally to the decreased rate 
lation growth, the passing of the frontier and of opportunities for large 
nent, and the probable inadequacy of important new inventions. 
| that we face “‘secular stagnation” in the absence of an active govern- 
designed to take up the slack. Mr. Altman agrees that this is a real 
even a probability, but he is much more cautious and admits that 
nent outlets may prove to be sufficient.? 
nograph presents an excellent general survey of the interrelations 
investment, and national income. It brings together the best 
le on these subjects, states clearly the necessary relationship 
ngs and investment if full employment is to exist, and discusses 
1ost important determinants of savings and investment. It should 


} 


lal 


Ss statements here are somewhat more guarded than were his statements 
A footnote to p. 94 suggests that this shift of emphasis may be traceable 
it have been levelled against the views presented in the Hearings. For 
e refers his readers to Machinery and Applied Products Institute, Saving 
2 the American Enterprise System, Chicago, 1939; and H. G. Moulton, 
D. Magee, and Cleona Lewis, Capital Expansion, Employment, and Eco- 
Washington, 1939, especially chap. IX. 
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prove useful to economists who are not specialists in this field and as supple. 
mentary reading in business cycle courses. But specialists in the field will find 
here almost no points that have not been made before and will note the omission 
of several points that would have enlightened the analysis, especially the analysis 
of investment. Those who retain their faith in the efficacy of interest-rate changes 
will be struck by the failure to mention the possibility of maintaining investmen: 
by lowering interest rates. 


Monograph no. 12, Profits, Productive Activities, and New Investment, dea\s 
with corporate profits and corporate absorption of savings and is largely statist 
cal in nature. Here are assembled ‘arge amounts of valuable factual materia! 
relating to total corporate profits, rates of profits, profit margins, the Proportion 
of profits saved by a themselves and by the receivers of dividends 
corporate dissaving in depression periods, the relative magnitude of savings out 
of corporate profits and of corporate “absorption” of savings, and the relation. 
ship between the height of current corporate profits and the rate of absorption 
of savings by corporations. Mr. Taitel has performed a useful service in bringing 
together this material. Much of it can be used by economists to shed light on 
many types of economic problems, including those of saving and investment 

The significance, and even the validity, of some of the discussion in this mon 
graph is subject to question, however. Many economists will not agree that, “In 
brief, expansion has at no time since 1913 been limited by shortages of funds 


national income must rise at a fairly rapid rate or decline. There are no inter. 
mediate positions” (p. 133). And the long discussion (pp. 81-122) of the 
relationship between rates of corporate profit and the rate at which a corporation 
“absorbs” savings in investment is of doubtful value. Since new investment 
goods are demanded (for replacement or expansion) for the revenue that they 
are expected to yield in the future, one would not expect to find a high corre 
lation between rates of new investment and current profit rates on capital 
already invested. There is need in analyzing the effect of profits (and als 
decisions about price policy) to distinguish the immediate conditions which 
control the timing of action from the conditions which give rise to long-run 
policies and control the amount and direction of action. Mr. Taitel misses this 
distinction. 


As its name indicates, monograph no. 25, Recovery Plans, deals with the 
many types of plans that have been proposed for inducing and then supporting 
business recovery. Some of these are already well known; others were selecte: 
from among the more than two hundred recovery plans submitted by their au 
thors to the T.N.E.C. and are here given a wide circulation for the first time. 

The monograph is divided into seven parts. Part I, which was written > 
Arthur Dahlberg, contains brief descriptions and briefer evaluations of tht 
major types of recovery plans that have been proposed. Here are discussed 
various types of government spending programs, government lending and 0 
surance of loans, the Townsend and other similar plans, the issue of costes 
money,” social credit, ‘‘dated money,” incentive taxation, restoration of con! 
dence,” and abolition of debt contracts which are alleged to be a “burden 0 
the economy.” In Parts II-VII, inclusive, six recovery plans are described a¢ 
recommended by their authors. Two of these would promote recovery ™ 
maintain prosperity by central economic planning, one by the abolition of /0n6 


592 
(p. 130). Nor will they accept the statement that, “The important point, how 
ever, is that, under the existing pattern of income and wealth distribution, the 
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lebt contracts, one by the redistribution of purchasing power through 
yn, one by the establishment of dual or parallel economic systems, and 
ae by government ownership and operation of utilities. 
This monograph succeeds in presenting a general survey and classification of 
various types of recovery plans that have been proposed and in suggesting 
yes of business cycle theory on which they are based. But it will not be 
ch assistance to public officials seeking expert guidance in policy formation. 
Part I is too brief to allow an adequate description or careful evaluation of the 
many plans reviewed, and most of the plans presented in the latter part of the 
onograph are based upon very incomplete understandings not only of business 
les but also of economic processes in general. 


LESTER V. CHANDLER 
rst College 


Technology in Our Economy. By H. DEwEY ANDERSON, Lewis L. 
ORWIN, JOHN M. BLAIR, assisted by RUTH AULL. 1941. Pp. 313. 35c. 


, this monograph, the authors—Dr. Lorwin, by way of an historical survey 
the literature on the subject of technological unemployment; and Mr. Blair, 
, study of ‘‘technological advance and the compensatory forces”—seek 
provide a basis for economic interpretation of the testimony given before 
e T.N.E.C. in its hearings on technology (Part 30). 
Lorwin’s review is of rather uneven quality. The sections on nineteenth cen- 
hought (pp. 5-33)—<containing, inter alia, a cogent, though somewhat 
te, proof that Marx’s cycle-theory was his displacement-theory—are quite 
But chapters II and III (pp. 33-83), covering the literature since 
nly, since 1920), are less satisfactory. Of these 50 pages, he devotes 
t to a tedious discussion of recent “productivity” studies; and, beyond 
ir existence (p. 43), utterly disregards the really important contribu- 
, the combined theoretical and statistical analyses made by various 
(Hansen, Lowe, Neisser, and, especially, Schumpeter) of the réle 
| by technical progress in the post-war cyclical movements. He might with 
have given most of his space to an appraisal of these analyses. Its omission 
s a serious defect in his work. 
r neglect partly vitiates Mr. Blair’s study. Blair is really concerned 
nt (in so far as they relate to technological matters) the evidence and, 
lieves, the logic which tell on Hansen’s side in the great debate about 
stagnation.” The fact-gathering is an excellent job. Representative 
f all pertinent types of data have been assembled and presented in 
form; and I have little doubt that—at least, when interpreted in the 
ertain plausible views on the workings of present-day economies, some 
by Hansen, some by those who ultimately disagree with him, e.g., 
ter—they lend some support to the thesis of stagnation. But I question 
r, on his own reasoning, Blair is entitled to think so. 
rgument comes to this: The steady introduction of labor-displacing tech- 
nd the high (aggregate) propensity to save which characterize our 
nomy will lead to chronic depression unless they are offset by increases in: 
he stock of “industry-creating’” inventions; and/or (2) the rate at which 
tter are exploited; and/or (3) the level of consumption-demand. 
the argument runs, with respect to (1): Although a vast number of 
techniques seem to be “in the making,” business men expect few to emerge 
mmediate future, and the rest, whenever they do so, may well be innovated 


ti 
ie 
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with relatively small capital outlays; while—this relates to (2) and (3)—the 
widespread growth of monopoly (itself a product of past technological trends) 
by fortifying entrepreneurial resistance to capital obsolescence, eliminating price 
competition, and depressing wages, will check the pace of innovation and impede 
compensatory, /.e., demand-stimulating, adjustments to the few which are made 
On all counts, therefore, ‘‘it seems likely that . . . unbalance will continue an¢ 
become even more pronounced” (p. 220). 

Several questions might be raised about the theoretical premises of this argy. 
ment. For example, will laws binding upon monopolistic units in a competitive 
universe still hold in a ‘‘world of monopolies”? and is perfect price-flexibilit; 
always a good thing? But let us assume the author is correct; that the anticipated 
rate of invention is declining; that monopolists will suppress whatever inven. 
tions they can corner; etc., etc. Does it follow that stagnation is in the cards? 

Not necessarily. In the first place, as Hansen and most “Keynesians” have 
emphasized, decreases in the anticipated rate of invention (= decreases in the 
anticipated rate of obsolescence) tend to increase the rate of investment, in 
creases tend to reduce it. What stimulate expansion via new industries are in. 
creases in the number of unforeseen (or dimly foreseen) inventions; exactly the 
development one might expect from Blair's evidence. Since these are also the 
inventions least likely to fall into a monopolist’s hands, one might even conclude 
that his report on the prospects for “industry-creating” innovations is quite 
encouraging 

And, secondly, given—what Blair suggests time and again (pp. 179, 181 
219)—that such innovations will (generally) save capital in the Hicksian sense 
(Theory of Wages, pp. 121-22) the while they reduce the optimal scale of opera- 
tions in various industries, they will also act to eliminate his other causes oi 
“unbalance” ; restoring price-flexibility by facilitating a return to free competition 
at the same time that, through shifting factoral productivity-ratios to the benefit 
of labor and decreasing the degree of monopoly, they raise the share of the 
national dividend going to the low-income groups, and thus reduce the rate of 
investment needed to maintain any given level of economic activity. 

I do not myself think that the emergence of such technological changes would 
necessarily make for “balance” in economic relationships. But on Blair's showing 
it ought to do so. That his analysis does not ‘conclusively prove the thesis 
imbalance’’ seems less ‘‘due . . . to the paucity of data available” (Kreps, Letter 
of Transmittal, p. xiii) than to an inadequate theoretical treatment. 


ROBERT J. LANDRY 
Amherst College 


No. 3: Who Pays the Taxes? By GERHARD COLM and HELEN TARASOY, 1940 
Pp. 55. 10c. 

No. 9: Taxation of Corporate Enterprise. By C. J. HYNNING and GERHARI 
CoLM. 1941. Pp. 216. 60c. 

N. 20: Taxation, Recovery, and Defense. By H. DEwEyY ANDERSON. 194 
Pp. 374. 35¢c. 


The authors of the first of these monographs have attempted, through i 
analysis of the shifting and incidence of the various federal, state, and loc 
taxes, to ascertain their allocation among the ten consumers income groups 1110 
which they have divided the American public. The over-all picture thus recorce: 
supplements such inquiries into the impact of the tax system as are to be found 
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say, the Twentieth Century Fund Studies in Current Tax Problems. In esti- 
mating the distribution of personal incomes extensive use is made of the Na- 
‘ional Resources Planning Board’s publication Consumer Incomes and Consumer 
venditures in 1935-1936, as well as the Department of Commerce figures of 
nal income. 

results of the study may be summarized as follows: Federal taxes, meas- 
ed as percentages of income, impose an approximately flat-rate burden on in- 
es Ip to $10,000, with a slight regression for incomes below $5,000 and 
ght progression above $3,000. Beginning at $10,000, the progression 
s substantially. State and local taxes hover in the vicinity of 10 per cent 
aggregate income of each income bracket except the lowest where they 
14 per cent. Generally speaking, the total American tax pattern is 
ssive at its lower end, nearly proportionate through all the middle brackets 

10 to $5,000, and increasingly progressive from there on. 
1uthors emphasize the fact that this analysis, depending as it must upon 
hich ofttimes is inconclusive or fragmentary, cannot lay claim to a high 
e of accuracy. Nevertheless, they do maintain that the results indicate with 
legree of probability the contemporary distribution of the tax burden. 
report may be thought of as a scouting expedition exploring unmapped 
order to delimit known and unknown regions, offering a partial guide 

nting a challenge to explore areas still uninvestigated. 


Hynning, in his analysis of the taxation of corporations during the last 
y-five years, has assembled vast quantities of statistical and historical infor- 
1 which give to his monograph an unusual richness of factual information. 

; which formerly were either not available, or to be had only with the 
t of difficulty, are now brought together in this single volume. The ma- 
s are assembled for the purpose of determining the effect of taxes upon 
rations of varying sizes, types, and profitability. 

Hynning holds that the tax system should be meshed with those broad 

nd economic policies which have been accepted by the nation. This de- 

is in his opinion of equal importance with that of raising revenue. 

1 tax policy is therefore appraised in the light of its effectiveness as 

of governance. 

ly concludes that the existing federal tax system contributes nothing 

lution of the monopoly problem; that it encourages debt financing 

in equity financing; and that the capital stock and excess profits taxes 

| in their aim. On the other side, the national fiscal system encourages 

ral codperatives, various forms of mutual and life insurance companies, 

rs of oil and gas wells. Until recently federal corporation income 
| somewhat to favor holding companies. 

ors use of the term regressive may prove confusing unless one is 

vigilant. The term is given three distinct meanings; in some cases it 

x which falls more heavily upon small than large businesses; in 

1 tax which weighs more upon the less profitable than upon the 
table corporations; and, finally, it indicates those taxes which are 
to the consumer in the form of higher prices. There are probably those 

| hesitate to accept the author’s basic premise that taxation should per- 

il function. Many will hold that the task of raising revenue is sufficient 

it to attempt to control socio-economic activities while striving to 
es Is apt to achieve neither objective. 
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Dr. Anderson’s investigation is the basic study in the T.N.E.C.’s series oj 
monographs analyzing the rdle of taxation in the modern economy. The repor 
is arranged in the following four sections: dynamics of the economy; the need; 
of government; the American revenue system; and the social-economic effec 
of the revenue system. As the author states this design seeks to fix the place of 
taxation in the economy in terms of the problems of idle men, idle machines 
and idle capital. The report is so comprehensive in nature, extends over so wid. 
a field of inquiry, and introduces such voluminous testimony that at best one 
can but touch upon certain limited sectors of the study. This unfortunately works 
an injustice. 

Mr. Anderson is convinced that unless the American tax system is substan 
tially revised it will constitute, as debts mount and expenditures increase, a threat 
to economic stability. The recommendations for improving the tax system fall 
into two general classes: those fundamental reforms which will require drastic 
changes in the interrelated tax systems of the different government units, and 
those specific detailed changes in tax statutes which can be made without regard 
to fundamental reform. Such a program will be time-consuming and must be 
modified to meet changing conditions. 

The reforms of the first type can best be promoted by creating a fiscal unit 
of the Federal Budget Bureau with the task of collecting data and codperating 
with other departments in a long-range, careful attack upon tax problems. The 
basic reforms in the federal system revolve around an effective income-tax stru 
ture, supplemented by certain levies upon business privileges. Through a thor 
ough-going revision of income, estate, profits, and gift taxes, with proper credits 
to states participating in the combined program, a sound tax system can be de 
veloped to aid in stabilizing the economy. The failure of the property tax 
recover its importance requires that basic reforms in the state system be instituted 
Dr. Anderson looks with some favor upon the adoption of an “added value 
tax on state corporations and businesses, property income taxes and certain 
registration and control taxes to regulate business activities. 

The acceptance or rejection of many of Dr. Anderson's proposals will depend 
upon one’s acceptance or rejection of his analysis of the problems of the economy 
as set forth in the first section of the report. He states that the American econom; 
has fast approached a state of economic maturity. In the opinion of the reviewer 
many of the statements presented in this section of the study are oversimplitic 
tions. As a case in point it is stated (p. 4) that the physical frontier has bee 
reached. As Hansen points out (Fiscal Policy and Business Cycles, p. 44), 
is well to emphasize that the economic frontier must always be conceived of not 
in terms of its own boundary but in terms of the possibility of capital invest 
ments throughout the world.” One may question the statement that the spread 
of technology to foreign countries was a major factor in the decline of out 
foreign trade (p. 5). Also, in treating the problem of housing, a discussion 
the building construction cycle would have Gen pertinent. The frequency wit! 
which the lack of mass purchasing power is referred to permits one to iniet 
that ‘“‘underconsumption” occupies an important position in the author's analysis 
of economic instability. 

When treating controversial topics, which incidentally occupy many pig 
Dr. Anderson presents the arguments of the opposition and then proccess “ 
refute them. This not only brings together much interesting material but g1° 
to the study a moving quality that frequently is absent in similar reports. 

J. M. McDanitl 


Dartmouth College 
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No. 31: Patents and Free Enterprise. By WALTON HAMILTON. 1941. Pp. 179. 


This monograph should be read in conjunction with Parts 2 and 3 of the 
rNE.C. Hearings. Taken together, these documents contain a wealth of infor- 
tion on the significance and problems of the patent situation in the United 
und the remedies proposed for these defects in law, procedure, and 
c incidence. In nine chapters and some 175 pages, Professor Hamilton 
civen a brilliant analysis of patent development, the need for immediate 
in the system, and a method of achieving it. Unlike most government 
iphs and reports, this has an attractive, quotable English style, which 
ne to hope that it will be widely read. 
er a short discussion of invention and its function, the author traces some 
letails of the rise of the grant of patents both in Europe and America. 
then shows how, after the Civil War, under the complexity and difficulty 
ration of large-scale business, the patent grant assumed large significance 
ntinuance of private business at the expense of public interest. In 
vays it acted to restrict and modify individual enterprise: (1) the inventor 
into ) the background, (2) the field for individual talent was restricted, 
ire of invention was transformed into group research and invention 
Facey corporation laboratories. Invention was then directed and controlled, 
n resulted only in refinements which would not cause obsolescence to 
lant and equipment. With large-scale business and concentration, gov- 
took the offensive and attacked trusts. The latter in defense completely 
the usages originally intended to give protection to the individual in- 
and tried to convert the privilege decreed for the invention, by many 
devices, into an immunity for the business. In the face of this conduct, 
uurts were confronted with the task of formulating interpretation of the 
nform to public interests. 
st this background and interpretation a path is traced—in two chapters 
ternatives for the law, and the grant as shield and sanction—through the 
ting maze of judicial decisions. As a result, one sees that the emergent law 
patents comes from two opposing lines of development, one severely limiting 
xclusive right of the invention and the other giving the patentee all the 
he can gain through freedom of contract. Today, Professor Hamilton 
les, the court has the liberty of shaping for good the law of patents. 
Realizing that examples are required to convince, the author treats the patent 
in the telephone industry, the electric light industry, the foreign control 
ium patents used here, the glass container industry, and the automobile 
In this part he relies, as all writers must, on the raw material contained 
rings of the T.N.E.C. and other official committees. He shows how 
have promoted monopolies and how, in some cases at least, the original 
nay have been in reality invalid. He indicates the differing policies of the 
ile industry which, by cross licensing and patent pools, has adopted 
more in accord with public interest than the glass container industry, 
urrow monopolistic attitude in licensing or leasing its machinery. He 
he record of Ford especially to be commended. Ford regards technical 
1s common knowledge, he takes what he wants and licenses freely, 
es not exact and refuses to pay tribute, he brings no suits for infringements 
fights those brought against him. 
after an analysis of the defects of the Patent Office procedure and 
ie to the inadequacy of the law and the smallness of Congressional 
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appropriation, the author discusses a policy for the national economy. In so doing 
he goes more deeply than the recommendations of the Commissioner of Paten;; 
and the Science Advisory Board. With a less legalistic approach than is found 
in the suggestions of Willis B. Rice of the New York University Schoo! of 
Law, Hamilton also deals with the matter more incisively and constructive); 
than Morris D. Forkosch of the New York Bar, and with more imagination 
than the as yet unpublished report of the study of patents sponsored by the 
Natonal Industrial Conference Board, the National Association of Manufacturers 
and the now-deceased American Engineering Council. 

Hamilton’s recommendations are in the direction of a conscious policy after 
years of neglect. He adopts all the recommendations of the Science Advisory 
Board, Commissioner of Patents Conway P. Coe, and the T.N.E.C. report. Bu: 
these are on the easy level of administration. Further, Hamilton asks for more 
money for administration, and suggests a tax on successful patentees. He urges 
that all documents based on patents be made public records filed with the Federa| 
Trade Commission. The courts should also draw a definite line between the patent 
privilege and the general law. With respect to pooling of patents, conditions 
will differ between industries. But in any case there should be government! 
authority and supervision of licensing. Though he endorses the idea of a special 
court, Hamilton would ask the Supreme Court to revise its present rule of review 
Since patent law is public law, he proposes to set up, in the Department of Jus 
tice, a Public Counsel on Patents with general supervision over patent grants 
and all patent litigation. But more fundamental, Hamilton urges the setting up 
of a general commission of inquiry to define norms of patentability, the revision 
of the time period of patent, probably downward, with differing periods for 
various types of innovations, a definite policy regarding concentration of economic 
power to enable free enterprise to survive, a speedy disposition of applications 
publicity of patent applications, more thorough investigation, endowment of the 
Patent Office certificates with finality, and inclusion in the recommendation by 
the Commission of a code governing the use of patents “to make an advancing 
technology an instrument of the general welfare.” We cannot stand any longer 
the current patent usage as a dominant factor in regimenting the industrial 
system, which must be more flexible to ward off, and adapt our economy to, the 
shocks of war and depression. 

With Mr. Hamilton's thesis in the main this reviewer is in complete agree 
ment. Yet he cannot avoid feeling that economists, and even professors of lav 
should give rather more heed to those who have proved themselves pub! 
spirited citizens of the Republic in administering large scale enterprise. The 
testimony in the T.N.E.C. hearings—though skillfully arranged in a sequence ' 
prove a case on which leading members of the T.N.E.C. staff, at least, had their 
minds made up in advance—still does indicate that in many cases patenl 
practice is conducted on a higher plane than might be inferred from much waiting 
on the subject. Progress in reform will be made by codperation of all parties 
In these days of stress, appeal to the common welfare may well bring adequate 
support of a great revision in our patent system with permanent good for our 
whole economy. 

RUDOLF A. CLEMEN 

The American University 
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»6: Economic Power and Political Pressures. By DONALD C. BLAISDELL 


and JANE GREVERUS. 1941. Pp. 222. 25c. 


t is appropriate that the “Investigation of Concentration of Economic Power” 
iid include a study of the impact of this economic power upon the political 
s. In Economic Power and Political Pressures, Donald C. Blaisdell has pre- 
sented an illuminating and even impressive picture. 
[he monograph opens with an excellent analysis of the difference between 
cal but usually latent power of government, and the actual and dynamic 
atrol often exercised by business. The subsequent and major argument is in 
frame of reference which interprets political events as largely reflecting a 
ugele between government as representing the public interest and business 
selfish and often predatory. The interests of agriculture and labor are—with 
. characteristic New Deal slant—tacitly subsumed under the heading ‘‘public 
terest.” Dr. Blaisdell follows Herring and Hamilton in calling attention to 
activities of pressure groups in connection with the administration and the 
rts as well as with Congress. His own experience as an administrator has 
1 well aware of the intimate relationship between a government agency 
ressure group clientele—and the support which the latter may give to 
priations and favored legislation. Congress comes off rather well, especially 
mpared with the rather inert general public. 
re follows a series of chapters which represent case studies of the major 
;. In the assembling in eg wee of the many episodes, and in the weaving 
1 into a consistent and documented picture lies the major contribution 
work. The chapter headings will suggest the scope: Industrial Relations, 
ffs and Taxes, Banking and Insurance, Utilities and Railroads, Shipping and 
[ransport, Agriculture and Distribution. Hearings before Congressional 
tees have been the chief source of material; but other sources, including 
blications of the lobbies themselves, have been ransacked. 
r such a wealth of material, the dearth of concrete recommendations is 
lisappointing. Virtually these recommendations narrow down to reg- 
n of lobbies under a commission and rejection of the Walter-Logan bill. 
also expressions of general sympathy with planning, governmental 
, and better administration. Perhaps this failure to be more concrete is 
lection of a need for an analysis still more fundamental. 
eatedly attention is called to the self-identification by each of these groups 
r activities and success with the general welfare; yet the full implications 
s are scarcely realized. The explanation of such self-identification lies, not 
rent malevolence of business, but in the sociology of the partial ex- 
riences of any economic group in a specialized economy. These inevitably result 
nforcing and rationalizing of prejudices. Especially is this true when the 
ilture pattern or climate of opinion is still individualist. In citing the 
nion of Tugwell on the need of integration to combat such dispersiveness, 
skirts the edges of a possible answer. In such a situation the challenge 
| scientist is to suggest institutions which will weight the scales 
n of a lessening of the partial experiences and toward the emergence 
tegration freely and intelligently adopted. 
this connection that the author goes astray most seriously. The partial 
s of labor or agriculture do not guarantee such integration. They may 
result in legislation limiting crops or restricting output or underwriting 
responsibility of a union. These policies are the actual political, if not the 
, Counterpart of the justly censured efforts of many business men. Labor 
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and agriculture are now permanently articulate and powerful, if the experience 
of every industrial nation is any criterion. The time is therefore ripe to approach 
the problem, not in terms of “business versus government,” but in terms of 
responsibility and function—for business, labor, and agriculture alike. Regulation 
of the separate parts is less important than integration of the whole. 


ERNEST S. GRIFFITH 


Library of Congress 


No. 5: Industrial Wage Rates, Labor Costs and Price Policies. By Doucias 
V. BROWN, JOHN T. DUNLOP, EDWIN M. MARTIN, CHARLES A. Myers 
and JOHN A. BROWNELL. 1940. Pp. 172. 25c., 


This monograph presents the results of eight case studies concerning the rela. 
tions between wage rates, costs, prices, and technological change. Part I consists 
of brief studies of seven plants in the cotton textile, paper, and shoe industries 
The period covered is 1936-38 for all except two plants in the shoe industry for 
which records were available for the period 1931-38. Part II presents a more 
comprehensive study of several plants of International Harvester Co. for the 
period 1929-37. In view of its greater completeness this is the more valuabk 
part of the monograph. One chapter which deserves particular notice is devoted 
to the important but neglected problem of the effects of conventional accounting 
techniques on price and production decisions of the firm.’ 

The conclusions of these case studies are in no sense startling. It was found 
that the firms used various guides in their wage decisions, but “Wage changes 
were not influenced to as great a degree as might have been expected by policies 
of competing firms in the same industry” (p. xvi). Moreover, it was found tha 
changes in wages were not the primary factor in causing changes in total produ 
tion costs but were typically overshadowed by changes in overhead and materia 
costs. Concerning price policies it was concluded that business men customaril 
overstress the importance which costs actually play in their decisions. In th 
case of the International Harvester Co., for example, the nature of market demand 
and the existing competitive situation were found to be the primary considera 
tions. Moreover, it appears to be more usual for price changes to induce wag 
changes than the reverse. Finally, it was found that technological change was 
matter of constant attempts to reduce costs and improve quality and that sharp 
increases in wage rates did not set off any wave of technological change. 

While the present study is in no sense exhaustive, it is a most welcome explora 
tory study. Unfortunately the period of time under consideration was in most 
cases too brief. Moreover, the evidence, which was concerned primarily with 
short-run relations between price and wage decisions, leaves many questions 0! 
broad underlying relations for the most part unexplored. 


Yale University 


No. 39: Control of the Petroleum Industry by Major Oil Companies. By } 
C. Cook. 1941. Pp. 101. 30c. 


This monograph is a digest of the evidence presented before the Tempot! 
National Economic Committee on monopoly control in the oil industry 
author takes up production, transportation, refining, and marketing of ot), 
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¢ the extent to which the twenty major companies—with the Standard 
panies dominant—control each branch of the industry, and the means by 
h they control. He has done the work well, and has included in the appendix 
mber of significant tables and graphs. Perhaps the “prosecution’’ gets a 
the better side of the case, as presented here, but the conclusions are gen- 
y well supported by the evidence presented before the committee. Mr. Cook 
lone economists a genuine service in digesting this material and summarizing 
portant points brought out before the T.N.E.C. 
JOHN IsE 


rsity of Kansas 
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Economic Theory; General Works 


The Theory of Econometrics. By HAROLD T. Davis. (Bloomington, Ind. 

Principia Press. 1941. Pp. xiv, 482. $4.00.) 

It is both significant and appropriate that the decennial year of the life 
of the Econometric Society should see the publication of a book which 
could appropriately have been called The Principles of Econometrics. The 
development of econometrics during this decennium is well demonstrated 
by comparing the contents and the bibliography of Professor Davis’ book 
with those of Evans’! classic work. In addition to many valuable re-formy- 
lations and improvements of the neoclassical system, the last ten years have 
witnessed the growth of dynamic economics from infancy at least t 
adolescence. In 1930 Professor Evans and his fellow pioneers were con 
cerned with bringing new horizons within the vision of the economist. In 
1941 Professor Davis is able to report a very substantial record of explor- 
tion. 

Professor Davis describes his book as a textbook and its arrangement 
conforms to familiar patterns. The first part on Economic Statics follows 
the path of orthodoxy from a discussion of the nature of wealth and income 
to the theory of general equilibrium by way of chapters on utility, supply 
and demand, exchange, monopoly and duopoly, and producers’ and con- 
sumers’ behavior. 

The second part on Economic Dynamics deals with economic problems 
in which time is a significant variable. Such problems fall into two main 
groups. The first group includes problems of partial analysis where, say, 
demand and supply functions are such that to maximize profits over 4 
period of time is not the same thing as maximizing profits at every point 
of time. The second type of problem is that represented by mathematical 
business cycle analysis, where the solution of a set of relations defining 1 
ciosed system is a functional equation in any one of the variables of the 
problem, in contrast to the equilibrium values of the variables yielded bj 
a general static analysis. In addition, Professor Davis’ study of Dynamic 
includes chapters on fitting growth curves to production data, the use 
the periodogram and the technique of serial correlation, the equation 
exchange, and index numbers. The chapters on interest and investment anc 
on insurance are welcome inclusions in the Dynamic section of the book 
since they emphasize the fact that the problems of an uncertain future are 
germane to realistic economics, whereas they are assumed away by a rigor 
ously static approach. However, the reader should be warned against t 
impression that economic uncertainties are insurable risks. It is doubtful 


*G. C. Evans, Mathematical Introduction to Economics, New York, 1930. 
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ther uncertainty is susceptible to mathematical treatment, and it would 
been instructive had Professor Davis expressed his opinion on this 


eview of a book which is as important a landmark as this should 
merely consist of a summary of its contents accompanied by conven- 
nal words of praise, nor should it concern itself with debates over 
ninutiae of analysis. The general methods should be carefully evaluated. 
This seems particularly desirable since the author brings to economics the 
fruits of a distinguished career in the application of mathematics to the 
physical sciences. What follows will be frankly critical, and may perhaps 
legitimately construed as the perverse reactions of one trained in eco- 
nomics alone to the impact of a broader vision. My criticisms will come 
nder three heads: first, the relation of statics to dynamics in economics; 
ndly, Professor Davis’ methodological approach; and thirdly, the im- 
ation of his analysis from the point of view of capitalistic development 
onomic policy. 
livision of a work on economics into Part I: Statics, and Part II: 
mics, unfortunately has many modern precedents. The theory of gen- 
| equilibrium is presented in Part I and is then forgotten when the 
ted realistic treatment in Part II begins. This is the procedure, for 
of J. R. Hicks, who concludes his book? with engaging candor, 
‘We began our study of dynamic economics by rejecting the 
f a stationary state as an analytical tool. We rejected it then because , 
ed to be no more than a special case which offered no facility for” 
ralization. We have come in the end to doubt whether it is even con- . 
as a special case, . . .’’ Professor Davis also makes no use of the: 
eneral equilibrium analysis in his realistic treatment. I think Professor 
avis has fallen into the bad habit of the economist because of the attractive 
ffered by the physical sciences. But in mechanics, for instance, 
ions of stable equilibrium are known empirical facts, and there is every 
tification for determining the conditions for those equilibria without 
>to any dynamic system. In economics, on the other hand, general 
m is an unproved hypothesis, and Professor Hicks seems to think 
not a useful hypothesis at that. Why, then, encumber a textbook 
lern economics with the subject at all? To honor the great names 


| 


alras and Pareto is not in itself sufficient justification for burdening 
] 


ids of our students with useless impedimenta. 
k the answer is that, although equilibrium never characterizes an 
tuation, the equilibrium concept can be used realistically if, and* 
is considered in its relation to the dynamic model from which 
derived. To be more specific, dynamic models of the economy i 


have particular solutions where the variables take on values that 
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are unchanging over time. These are the values about which cyclical fluctua. 
tions of the variables take place and toward which their values converge 
if the system is damped. These values are therefore entitled to be described 
as the equilibrium values of the variables, and are of importance, even 
though they may never in fact be attained. 

This equilibrium value of, say, national income will be the average ley¢! 
of income over a sufficiently long period provided the conditions of the 
problem remain unchanged. Thus equilibrium analysis is immediate) 
necessary in considering the average effects of permanent changes in the 
economy—the effect of the Social Security act is an example that comes 
readily to mind. However, as was implied above, our analysis must not rest 
with the determination of the equilibrium value of income; we must als 
determine the effects of changes in data on fluctuations about the equi- 
librium value. As an instance, a measure which will decrease the propensity 
of the economy to save and leave all other things unchanged will increase 
the equilibrium level of income; but when we consider the dynamic prob- 
lem, it may be shown that such a change will make the cycles about the 
equilibrium position less damped. Clearly both those questions must bx 
examined in evaluating any given policy. 

If equilibrium is interpreted in the way I have suggested, it can be give: 
a realistic and significant role in economic analysis. On the other hand, i 
it is merely inserted as a historical curiosum in Part I: Statics, it is of ven 
little use to the practical economist. The most satisfactory division of 
general work on economics seems to be between partial analysis and total 
analysis. Partial analysis applies neo-Marshallian methods to the solution 
of problems where demand and supply conditions can be assumed to bx 
independent of each other, while total analysis must be used where this 
condition is not satisfied. 

My second criticism of Professor Davis’ methods concerns his approa 
to the analysis of economic problems and to his conception of the role that 
empirical evidence should play. Although this is an ancient field of 
troversy, the matter is still unsettled and I feel that no apology is neeced 
for raising it here. 

Professor Davis’ point of view is well summarized by the following 
quotation. “It would be interesting, indeed, if it were possible to co s 
to formulate the dynamics of economic time series in terms of a variatiot 
principle as has been done so effectively in the dynamics of physical vat 
bles... . There are many ways to formulate such a principle and probab 
in the present state of economic theory, one way is as good as anoihé 
provided the resulting equations describe statistically the observed varia 
in the time series” (p. 404). (Italics mine.) This presumably means ths 
the important thing is to derive laws which are empirically verified, a0 
once they are verified what went on in the mind of the theorist in develop 
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his theory is irrelevant. This would be true in cases where a theory 
ld be proved or disproved by a conclusive experiment and the expecta- 
f changes in the data was zero. These conditions are not fulfilled in 
;; even if the data did remain unchanging for a sufficiently long 
period for experiments to be made, the economist must always face the 
possibility of disturbances upsetting his calculations. 
Nevertheless, Professor Davis does freely apply his principle to economic 
lysis. The most striking instances are his acceptance of the Paretian law 
distribution of income (of which more later) and the logistic law 
lustrial growth, on the basis of empirical evidence alone. The same 
s are exhibited in his analysis of time series, where chief emphasis 
-d on developing periodograms and serial auto-correlations of par- 
lar time series rather than investigating the interrelations of all the 
nt time series of the economy. The latter type of problem plays but 
1 and unsatisfactory part in Professor Davis’ analysis. 
he more fruitful point of view is that the final formula, far from being 
| of economic investigation, is merely a device for testing economic 
For an economic theory to be valid, it must fit the facts and here 
formula is of use; but it does not follow that if the theory fits 
own facts it is a good theory, and the economist can not afford, on 
| grounds alone, to accept such a theory until it is proved to be 
[he trouble is that economics is not an exact science. In support 
f this statement I quote Professor Davis himself: ‘‘So also in economics 
bservation of real cyclical phenomena in time series should lead to the 
me forecasting power which distinguishes an inexact science from an 
Unfortunately, . . . the proportion of total variance which can 
buted to pure harmonic terms in economic data is small even in the 
sular of the series” (p. 42). This being so, the basis for economic 
tion and economic analysis must be wide economic understanding 
sound theory and exhaustive empirical knowledge, rather than 
on imperfect statistical prediction. In acquiring such understand- 
ng, the techniques used by Professor Davis, and the mathematical method 
n general, are invaluable. My criticism is not of Professor Davis’ technical 
but of the use he makes of his results. 
hird criticism concerns Professor Davis’ general economic point of 
t rather not so much his point of view as the grounds he has for 
; it. Here Pareto’s law is of central importance, since his belief in its 
y dominates Professor Davis’ whole economic outlook. 
is statement of the law is as follows: ‘‘In all places and at all times 
tribution of incomes in a stable economy where the origin of meas- 
t is at a sufficiently high income level, will be given approximately 
formula y = ax-’, where y is the number of people having an income 
f greater, and v is approximately 1.5’’ (p. 23). This statement is eluci- 
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dated by the following footnote: ‘“The phrase in a stable economy has been 
interpolated by the present writer and should not be ascribed to Pareto, 
By a stable economy is meant one that is not verging on revolution or ciyj| 
war as measured by political disturbances, civil riots and the like. The con- 
sequences of this interpolation will be examined later.” 

Before commenting on the basis for Professor Davis’ acceptance of this 
law, let us illustrate his applications of it. 

1. In chapter 19, he establishes a direct correlation between the concen- 
tration of income and business prosperity, and states (p. 201): “It is not 
unreasonable to suppose that disturbances in the concentration ratio may 
be accompanied by economic and political abstractions.” To be specific, 
significance is attached to the fact that the concentration ratio was abnor- 
mally high in 1928 and 1929, and abnormally low in 1920, 1921, 1931 
and 1932. 

2. The Paretian law is held to be the criterion for the degree of pro- 
gressiveness of the income tax (p. 200). 

3. It is tentatively suggested that the collapse of France may be attributed 
to a sub-Paretian income distribution (p. 203). 

4. A low interest rate policy is condemned because as a result of it “the 
concentration ratio will be lowered and with it will come all the attendant 
ills of this disturbance of the Pareto pattern” (p. 289). 

5. An inference of fundamental importance can be drawn from the 
logistic law of industrial growth in conjunction with the Pareto law. Or 
the basis of his study of growth Professor Davis concludes that we are 
near the upper symptote of industrial production. This leads to the conclu- 
sion that the rate of net private investment is approaching zero as a limit 
On the other hand, the requirements of a “‘stable economy” preclude an 
attempts by the state to reduce to zero the propensity of the economy t 
save at a high level of income, which is necessary if maturity is to be accom- 
panied by prosperity. The obvious inference is that a mature ecouomy must 
either be kept alive by public investment or must fulfill the predictions of 
Marxian theory. 

I do not propose to debate these conclusions in this review, but it does 
seem to be the duty of a reviewer to examine the basis of the author: 
acceptance of a law which he uses to draw inferences of such fundamental 
importance. 

With this end in view I shall set out my criticisms of Professor Davis 
derivation and use of the “generalized law of inequality” in summan 
fashion as follows: 

1. Results obtained from graduating only the supra-modal part of : 
frequency distribution must be used with extreme caution, and very pos” 
bly with greater caution than Professor Davis has exercised. 

2. The great importance Professor Davis attaches to the Pareto law from 


— 
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» point of view of ‘‘a stable economy’’ derives from his theory that the 
Paretian distribution of income corresponds to the distribution of ability 
the economy. This correspondence he establishes by investigation of the 
listributions of the ability of the faculty of the University of Indiana to 
olay billiards and the abilities of given populations to write articles on 
mathematics and chemistry, respectively. Again the statistical results them- 
lves are questionable; but, more important, even accepting those results, 
far from proving that it is necessary for stability, that abilities should be 
rewarded by corresponding incomes, these examples suggest, if anything, 
exactly the reverse conclusions. For I take it that the Indiana faculty does 
not play billiards professionally, and I imagine Professor Davis himself 
| testify to the fact that the pecuniary rewards for writing articles on 

mathematics do not provide the chief motivation of the writer. 
3. In view of the last paragraph, it is hard to see how Professor Davis’ 
lusions can be applied as a criterion for income-taxation. Moreover, 
f we accepted the argument fully, a proportional tax, however high, on all 
mes, the proceeds to be used to pay a subsidy to Mexico, would leave 
Pareto distribution unaffected and therefore be irrelevant to the working 

the economy of the United States. 

[he nearest approach to an economic theory justifying Professor 
conclusions is the following: ““The a priori reason for these deduc- 
, as to the fall of France] is to be found in the general assump- 
t a concentration of wealth and income of approximately the Pareto 
entration is essential in supplying the necessary capital to provide em- 


expected to accept without question a natural law that the Pareto 

ribution yields the optimum propensity to save. 
dwelt at some length on the discussion of the Pareto law, not only 
uuse of the conclusions Professor Davis has drawn from it, but because 
ise of it illustrates very effectively the pitfalls of the method of analysis 

| have discussed in my second criticism. 
riticisms have been directed to Professor Davis’ book as a general 
n economics. As a vehicle for bringing to the student a knowledge 
the mathematical techniques that are of use in economics, it serves its 
excellently. The mathematical arguments are presented with the 
n and the elegance that one expects of a professional mathematician, 
hniques employed are the simplest that are consistent with the 
ilty of the subject matter. Its merits will make the book of great service 
onomist, while its imperfections will reassure him that his subject 
re than a branch of applied mathematics. 


A. SMITHIES 


of Michigan 
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clu ment for the optimum number of workers’’ (p. 203). We are appar- 
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The Structure of American Economy, 1919-1929: An Empirical Applica. 
tion of Equilibrium Analysis. By WassiLy W. LEONTIEF. (Cambridge 
Harvard Univ. Press. 1941. Pp. xi, 181. $2.50.) 

Professor Leontief has undertaken not less than the description of th, 
American economy in 1919 and 1929 in terms of a neoclassical equation 
system. Hitherto we have possessed only a qualitative notion of the equ:. 
tions necessary to determine some kind of economic equilibrium (demand 
equations, cost equations, etc.). All quantitative determination has been 
of the partial equilibrium type, for example, evaluating demand elasticity 
of a particular good, other things being equal; Professor Leontief himself 
has made important contributions in this field, which he is now inclined 
to look down upon. The aims of his present book are much wider, to give 
quantitative determination to the equation system of general eguilibrinn 
theory. 

The statistical material consists of the input and output figures for the 
different industries. Two huge double entry tables for 1919 and 192 
present a cross-classification; the output of coal mining, for example, is 
distributed over a row of forty-four industries, which, in principle, used 
up the coal produced, households and exports each representing one | 
these industries; on the other hand, reading down the column “coal,” w: 
find the input into coal mines, both producers’ goods bought and productive 
services hired from households, v7z., labor and capital. 

The interpretation of these double entry tables requires a considerabl 
qualification of the Walras equation system. 

1. Since the American economy neither in 1919 nor in 1929 was ina 
state of long-run equilibrium, the rule: average costs equal price (no profits 
nor losses!), is replaced by: current receipts equal current cost payments 
plus profits, leaving open the question to what extent replacement exceeded 
or fell short of current depreciation and stock depletion. 

2. While in the Walras system the input consists of productive services 
measured per time unit, in the Leontief system it consists of goods pr 
duced (equipment goods and materials) plus that type of productive servic 
that can be hired only. The number of kinds of input, therefore, equals th: 
number of kinds of output, which has some mathematical consequence 

3. In consonance with the older Walras system, the so-called coefficients 
of production, (input of a good or service per unit of output) are com 
sidered as “fixed,” /.e., as independent of the size of output and of their 
relative prices. This excludes both economies of large scale and the poss: 
bility of substitution as expressing itself in the principle of marginal pro: 
ductivity in traditional theory; for according to the latter principle vari 
quantities of a factor of production can be combined with a given quanti) 
of another factor. . 

i. Likewise, the demand for a good is assumed to be independent 0! 
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e of a good, and proportionate to real income (for example, double 
louble bread consumption! ). 

economies occurring (a) in a given industry or (b) in the use 

e equipment good or material in production are considered as affect- 

tionally all coefficients of production in the industry in which 

;ood is (a) produced or (b) used productively. (The “‘efficiency’”’ of 

\d is a combined measure of both effects.) 

Defining savings and investment in a gross fashion, namely, as an 
ess of current receipts in an industry over, or their falling short of, the 
justry’s total current outlay, it is assumed that investment increases pro- 

all outlay items of a given industry and that saving reduces them 


On account of the homogeneity and linearity of the production 
nption functions, relative prices (which alone can be determined 
stem) depend only on the relative size of the coefficients and not 
, the absolute size of input available, or on investments and savings 
individual industry. The latter factors, however, govern, together 
oefficients, the relative quantities of output in the different indus- 
while the absolute size of output naturally depends upon the general 
of the system. In principle, it becomes possible to work back 
statistical known magnitudes, v7z., input, output and investment 
ts, to the coefficients of production and consumption, which theo- 
ure the data. Practically, however, this task proved too laborious 
ll the simplifications, despite the consolidation of the forty-four 
stries into ten accounts, and despite the use of Professor Wilbur's 
us Calculator. So Professor Leontief had to be satisfied 
to study the variations of the system (of prices and output) with 
i change of the general productivity of an industry, 
1 change in the investment coefficient of an industry; 
compare the results for 1919 and 1929, investigating particularly 
ethciency changes in the investment coefficients, and 
b. influences of changes in the consumption pattern on the level of 
consumption. 
remarkable result is the constancy of the reaction patterns over 


t Leontief is somewhat inclined to minimize the significance of 
ng assumptions, with the exception of 6 above. The reviewer, 
t hand, is afraid that, if not 3 and 5 (concerning the production 
then at least 4, the linear dependence of consumption on 
seriously affected the results, while the elimination of the 


price-demand relationship is less objectionable for the broad cate- 


pe 

3 

a theoretical and statistical consequences of these simplifications are 
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gories of consumers’ goods which Professor Leontief is dealing with. The 
acceptability of the results is further impaired by the absence of statistica| 
reliability measures; the comparison of a theoretical price index, derived 
in a complicated way and with the help of additional assumptions from the 
computed variables of the system, with a statistical index derived direct) 
from price data, showed only fairly good agreement. Some of Professor 
Leontief’s results fit into the reviewer's general picture of the development 
e.g., the change in the conditions of the capital market from 1919 to 1929 
which encouraged saving. It is more difficult to accept, for example, the 
computed rise in the efficiency of agriculture by 100 per cent. However 
even if future investigations should correct these results, Professor Leontief 
is to be congratulated for what he did achieve. Who would not admire the 
ingenuity he shows in simplifying the Walras system in such a way that 
it, for the first time, became available to quantitative determination? It js 
much more important that such a work was attempted than that the firs 
approach is perfect in all respects. To the reviewer's mind the quotation 
from Benvenuto Cellini’s Memozrs came back, which Henry L. Moore put 
as motto to his Generating Economic Cycles: “To this the king replied that 
he who worried so anxiously about the end of a piece of work would never 
make a beginning in anything.’ It may be hoped that, as Moore’s work 
opened up the statistical determination of partial equilibrium relationships 
Professor Leontief’s work will stimulate a wealth of quantitative analysis 
in the field of general equilibrium. 
HANS P. NEISSER 
University of Pennsylvania 


Economic Analysis. By KENNETH E. BOULDING. (New York: Harper 
1941. Pp. xviii, 809. $4.25.) 

This book is outstanding. It is designed as a text for a first course in 
principles, but it is also intended as a “‘contribution to the development 
and the systematization of the body of economic analysis itself.” In both 
respects it succeeds admirably. It will be used as a text not only in the 
introductory course; it will be read in graduate courses and by many pro- 
fessional economists. 

The book is divided into two sections, based on two methods of analysis 
In the first part, all the analysis is carried on in terms of demand and 
supply. In the second part, the marginal technique is introduced. The topic 
in the first part are the conventional ones: prices, distribution, something 
about international trade and exchange rates, money and banking, and 4 
very little bit about the business cycle. In the second part, the equilibrium 
of the firm in different types of markets is handled not only by the con 
ventional marginal productivity approach, but also by making use of pro: 
duction surfaces. Similarly with consumers’ demand: this is treated 10 
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y as related to utility but also with the help of indifference curves. Al- 
ch one may question whether such analysis belongs in an elementary 
text, praise must be given for the ingenuity and skill of the exposition. 

The approach is highly abstract. There is a saving feature, however, in 
it following the introduction of each new tool of analysis a chapter is 
in which the use of that technique in handling simple problems is 


iL 


nstrated. Thus, for example, after the introduction of the theory of 
\;stribution, the effects on labor of a shift in demand or the imposition of 


tax are considered. 
[he exposition is amazingly clear. Difficulties are exposed and treated 
1 great ingenuity. This is a welcome relief from the all too common 
ictice of making a text readable by saying nothing in many soothing 
rds about any difficulties that may crop up. 
[here are, perhaps, certain aspects of the book with which teachers will 
1 fault. To my mind, the following features will raise difficulties that 
ld have been avoided. 
he first place, the purposes to which the analysis is directed are left 
ecessarily obscure. Why need the student learn the use of these com- 
ited tools if he is not shown that they help in the solution of real 
lems? The exposition is pretty generally concerned with answering the 
What determines the equilibrium price of butter?’’ Or of labor, 
or foreign exchange? Such questions have little intrinsic interest; 
nt answers to them because such answers enable us to tackle more 
problems. Of course these problems are treated, but in such a 
that I wonder whether the student is not in danger of losing sight 
y of the real object of his study. 
| would have seemed more purposeful and would have been 
use in teaching if the analysis had somehow been directed more 
to such ends. As a model of the approach I have in mind I sug- 
t Meade and Hitch Economic Analysis and Policy. 
My second criticism is in a way connected with the first. Not only does 
treatment seem to be unrelated to the real economic problems (actually, 
irse, it is relevant), but it is made to seem unnecessarily remote from 
my with which it purports to deal. There is hardly a genuine 
the book. The author contends that “it is unwise to crowd a 
| ourse with masses of factual material in special studies—labor, 
ting, etc.—merely for the sake of giving the work an air of factual- 
With that view any teacher who has been obliged to wade through 
uled: description, to take an example common in introductory text- 
of all the kinds of money in circulation in this country, will be 
ned to agree. But a certain amount of factual material is as important 
understanding of the operation of the economy as a knowledge of the 
ns that are set forth in this book. 
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Clapham’s empty boxes have probably never been emptier and there are 
more of them than ever. As a compensation, the nature of the boxes and 
the relations between them are more clearly set out in this book than ip 
any other I know. But teachers will have to be on guard lest their poorer 
students carry away the impression that economics is nothing but an inter. 
esting branch of geometry in which business terms are used for identific- 
tion instead of letters. 

I do not believe that the treatment of the theory of employment, o; 
monetary theory, or business cycles reaches the same high standard of the 
rest of the book. And I believe that there are inconsistencies in the analysis 
of the relation between wages and employment. These, however, are details 
that need not be discussed here. 

There is no doubt that the book is difficult and that it will make heavy 
demands upon the student. However, the exposition is so clear that it can 
be used, I believe, in an introductory course. If it can be used successfully, 
the teacher will probably feel that the student has learned something that 
was worth his while: a feeling that many teachers are unable to experience 
fully after their students have been exposed to many of the traditional texts | Pr 

I have reviewed the book as a possible text; I must also recommend it 
to anyone interested in economics. It is a long time since a serious general 
work in economics has been published and Dr. Boulding has succeeded in 
integrating much new material into the general body of economic doctrine if me 

LORIE TARSHIS 

Tufts College the 


Principles of Economics: A Restatement. 4th ed. By RAYMOND T. Byt tinuit 
(New York: Crofts. 1941. Pp. vii, 632. $3.00.) level 
While Professor Bye was working on the fourth edition of the admirable 
text which he first published in 1924 he found the necessary alterations s 
sweeping, in view of the changes that had come in methods used in con- cc 
temporary economic theory and in his own thinking, that he decided t 7 
rewrite the greater part of the book and to modify the title to read: Princ im, 
ples of Economics: A Restatement. In the field of monetary economics the 
adoption of managed currency systems has led to an increased emphass 
on the nominal character of money and the recognition that it is not: 
passive but an active agent the flow of which influences production and 
business cycles. In price analysis the new technique is based upon the 
adjustment of the individual firm to the price situation. Monopolistic com: 
petition, once neglected, has now been explored. A new approach hi 
greatly modified the classic explanation of the basis of international tre 
and novel trade controls have produced revisions of the older treatment °: 
the mechanism of foreign exchange and the balance of international p4y- ‘ 


ments. 
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creater modesty than the text justifies the author says in his preface 
‘hat most of his thinking is to be found in the writings of the many econ- 
mists, past and present, who have built up the structure of economic 
ples. He defines his own contribution as refinement and synthesis: 
‘nements of such principles as Say’s law of markets and synthesis of (for 
<ample) the law of comparative costs with the approach by Ohlin. 
is edition, like the earlier ones, contains little material that is ex- 
the development of the theory. There are no chapter-long 
rds of tax legislation, agriculturai subsidies or social security measures. 
ok does contain a fairly extended survey of banking technique, 
y because the rdle of the banks is to be given emphasis in the dis- 
business cycles. The volume is, in short, no encyclopedia of 
n economic life for use as reference, but in large part a restatement 
lopment of accepted principles. The plan progresses from a con- 
n of the processes and agents of production through the monetary, 
g and price aspects of the market and international exchanges to the 
: of income and consumption. 
ssor Bye’s approach may be illustrated by a summary of his treat- 
ay’s law of markets and Keynes’s theory of employment. He 
with Say in holding that, given an uninterrupted circuit flow of 
y, there can be no aggregate production in excess of purchasing power. 
parent overproduction exists, Bye continues, either the circuit flow of 
must have been interrupted, or goods must have been produced in 
rong proportions. Both occur, of course. As for the former, the con- 
f the circuit flow of money and, hence, the maintenance of a full 
ctivity depend upon the investment of all money savings. Here, 
iderable distance, Bye follows Keynes. The bank rate of interest 
t b wl upon the equilibrium rate of interest which would tend to 
erve the balance of industry, but on the relative size of bank reserves. 
bank rate is below the equilibrium rate investment exceeds voluntary 
excess is financed by bank credit expansion, consumers are forced 
ntary saving, and a general contraction is the ultimate result. 
nes's belief that opportunities for profitable investment of savings 
g has yet to be proved and “it does not appear that Keynes has 
last word upon this subject” (p. 257). 
| that this book is intended as a text for an elementary course, 
zether right and proper that Keynes should appear on as many 
» he does. But there will be gaps in the young student's intellectual 
when it is all over. Ricardo appears once, far along in the 
n rent, as follows: ‘“‘This is known as the law of /and rent—some- 
lled the Ricardian law, after the economist David Ricardo” (p. 
id Bohm-Bawerk does not appear in the chapter on ‘“Time-Con- 
Production” until the brief bibliographical note is reached at the 
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end. Adam Smith gets one bibliographical note, but neither Karl Marx nor 
Nassau Senior appear. Leo Huberman, in his more popularly-written book 
Man’s Worldly Goods, had the temerity to discuss and quote all of these 
except Boéhm-Bawerk at some length. 

Nevertheless this is a workable and intellectually stimulating book. Pro. 
fessor Bye writes clearly and vigorously, and plainly he has no taste fo, 
inventing obscure lingo so that it may be associated with his name. The 
diagrams are well-devised, contemporary in concept and not so numerous 
as to repel the beginning student. The volume fulfills the author's promise 
of “refinement and synthesis.” 

Amy Hewes 


Mount Holyoke College 


Principles of Economics. By RALPH H. BLopcGetr. (New York: Farrar and 
Rinehart. 1941. Pp. xviti, 634. $3.50.) 

A satisfactory course in economic principles must of necessity be pretty 
rugged and difficult. For this reason the usual introductory course is for two 
semesters and many texts are now composed of two volumes. However, de. 
partments of economics have been called upon to offer a one-term “service 
course for engineers, agricultural students and others, so “‘abridged edi- 
tions’ have to be prepared. Professor Blodgett has written one of these 
texts, and it is quite probable that it will prove to be one of the best. 

The main merit of Blodgett’s one-volume text lies in the author's power 
of clear expression. Very few have the facility to explain economic prin- 
ciples in the clear and simple style here revealed, and few have the power 
to bring principle and application together in such a well-rounded harmony 
He is also blest with humor which he uses here and there to good advantage. 
He uses it, for instance, in a variation on a theme from Marshall. “In eat 
ing,” he says, “‘a man makes use of one movable jaw and one that is sta- 
tionary, but this does not mean that . . . the movable jaw does all the 
chewing” (p. 218). 

In arrangement and content, the book follows pretty closely the cus 
tomary pattern. We have, first, the introduction and definition of econom« 
concepts; a section on production; a well- -developed and carefully prepares 
treatment of value and price (151 pages ia all); functional and person 
distribution; money and banking, foreign exchange and international trade 
and finally the concluding section on price changes and business cycles. 

Quite naturally, the problem of inclusion and exclusion is difficult for 
the one-term text, yet many instructors will wish that chapters had been 
included on such pressing current problems as taxation and public financ: 
tariffs and unemployment. 

Professor Blodgett’s chief claim to originality 1 is in the treatment of valu 
arid price. In this connection he says, ““A few years ago I concluded thatthe 
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at 
avela 


Economic Theory; General Works 615 


shasis in the theory of value should be on time analysis rather than on 


m9 ns of the market... . Thus in the present volume, following the 
ae ening chapters on market conditions, the general nature of demand and 
ba ipply in different periods of time, and cost of production, the main body 

™ he theory takes up first short-run prices under all three market conditions 
7 tion, monopoly, and monopolistic competition), then intermediate 
The rt normal), and finally long-run prices under all three market con- 
ms Preface). The reviewer has studied this section with care but is 
ra wholly convinced that the method will prove uniformly satisfactory. It 
> ; for a certain amount of repetition and is rather extended for a short 
: Some Marshallian economists—but not the reviewer—may receive some- 
hing of a shock when told that “the questionable concept of the ‘repre- 

and sentative firm,’ which has long been a bugbear for teachers of the theory 
f value, has been eliminated in long-run competitive price determination” 

ot Preface). Indeed, Professor Blodgett says, ‘The effort spent in trying to 
" id way to handle the supposed problem of differential costs in a 
de mpetitive industry in the long run is really wasted, for the problem does 
™ tually exist in that period of time” (p. 221). For “in the long run, 
adj. the many producers in a competitive industry tend to have the same 
ae verage cost of production per unit . . . and in this period cost of produc- 
n for a competitive industry as a whole may be confidentially [s/c | con- 

- lered to represent accurately the cost of production experienced by the 
i lual producers” (p. 222). Many will doubt the wisdom of such a 


- brief and cavalier treatment of differential costs. Yet all will do well to 
ly the author’s evidence presented here to show how the long-run forces 
antly working toward a uniform unit cost of production. 
t this point, however, that theory and reality are not adequately 
While there are long-run forces operating to bring unit costs to 
there are always forces operating in a dynamic society to create 
fferentials. Experienced entrepreneurs die and inexperienced ones 
their places. Technology moves faster in one research laboratory than 
mi inother. Some forecast the future more accurately than others. For these 
it may be expedient to recognize the existence and persistence of 
lifferentials among the individual plants of a given industry. 
By way of final appraisal, it may be said that there is enough that is new 
‘ original to make it refreshing. There is enough that is ‘‘tried and true” 
for fae (© Make it familiar. Above all, the style is readable and interesting. Students 
- gaining their introduction to the principles of economics with Blodgett’s 
t ild not find it a ‘‘dismal science.” 


H. L. McCRACKEN 


Louisiana State University 
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Cournot nella Economia e nella Filosofia. Collana Ca’ Foscari. (Padua 
Cedam. 1939. Pp. 243. 20 lire.) aspe 

This volume of lectures and essays on Cournot in Economics and Philp. 
ophy was prepared under the auspices of the faculty of the Royal Instity: 
for Economics and Commerce at Venice (‘‘Ca’ Foscari”) in commemor. 
tion of the centenary of the publication of Cournot’s Researches (1934 
Each of the contributors (drawn from French and Swiss universities as wel 
as from Italian) has chosen to honor the master in his own way. 

In some cases, the contributors have contented themselves with a surye 
of Cournot’s contributions to particular fields. Thus, Professor de la Harp: 
(Neuchatel) presents (pp. 6 ff.) a summary of the contributions of Cou. 
not to mathematics (the well-known compliment of Poisson and Cournot’; 
whimsical disclaimer are reproduced from Cournot’s Souvenirs by Dr 
Giacalone-Monaco in his Biographical Note, pp. 231 f.), and to technica 
philosophy, particular stress being laid on those aspects of Cournot'’s phil. 
osophical position which Professor de la Harpe sums up under the phrase 
‘mathematical rationalism.’ Similarly, Professor Roy (Paris) undertakes ; 
survey of Cournot’s contributions to “the mathematical theory of wealth 
while Professor Lanzillo (Venice), in an essay entitled ‘ ‘Chance’ and 
Vitalism,” attempts to relate Cournot’s general philosophical position t 
certain propositions of ‘economic dynamics’’ and of general social polig 

In other cases—as in the essay by Professor Pietri-Tonelli (Venice), c- 
titled “‘Successively Broader Generalizations of the Solution Given b 
Cournot for the Particular Economic Problem of the Exchange of Econom 
Goods between Economic Subjects of Different Elementary Economic Lo- 
calities, in an Elementary Time-Period,’’ and in the essay by Professor 
Bordin (Catania) on ‘The Economic Theories of A. Cournot and the it se 
Corporative Order’’—the contributors have undertaken to pay tribute t Er 
Cournot by insisting upon the continuing suggestiveness of his analysis a 
even for developments which he himself did not pretend to have envisaged a 
In still other cases—as in the essay by Professor Baudin (Paris) on Eco: Puer 
nomic Law,” the admirably lucid and cogent essay by Professor Mises on ahs 
“Working Hypotheses in Economic Science,’ and the essay of Professor ape 
Amoroso (Rome) on ‘“The Mathematical Theory of Economic Planning iia 
(Programma Economico)—the contributors’ oblations have taken the fom a 


specific reference to Cournot’s work. The contribution, finally, of Dr. Giace ‘ 
lone-Monaco (apart from the brief Biographical Note already mentione: a 
takes the form of a bibliography, which, even though it does not pretend baci 
to be complete (despite the contrary implication in the preface), and ev ‘i 
though there are regrettable misprints in some of the German and Eng!is) Hy fe. 
titles, is nevertheless valuable. 

It is, of course, the contributors’ evaluation of the purely econom 


of their own reflections on the problem chosen for examination, withou! , 
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spects of Cournot’s work that will interest most readers of this journal. 
it the risk of seeming ungracious in the face of the evident desire of the 
tributors to do full justice to the forward-looking aspects of Cournot’s 
mics, as well as to admit frankly its shortcomings when judged from 


the standpoint of later developments, I venture to suggest that the volume 


t have had more to say on both counts. Professor Roy, for example, 


f =A make it clear (p. 92) that Cournot was perfectly aware of that fact of 


eral economic interdependence which it was one of Walras’ great 
ments to have emphasized with all possible articulateness; and it is 

fair inference from other writings of Professor Roy that he knows Cournot 
have been equally well aware of the relation of his demand schedules to 
t other element which, according to some (including the Keynes of the 
Theory), teduces demand and supply schedules of the Cournot- 
Marshall type to uselessness for analysis of events in the real worid: namely, 


the element of changes in the amount and distribution of ncome. But in 


r respects Professor Roy’s evaluation of Cournot’s treatment leaves 


hing to be desired both as criticism and as prophecy. 

On the critical side, for example, Professor Roy’s attribution to Cournot 
the hedonistic principle” (p. 90) and his reference to the use of utility 
ns by later writers can hardly be said to bring out clearly one of 
t serious shortcomings of Cournot’s treatment of demand schedules: 
that his very definition of a demand schedule as relating price to 
débit| or the annual demand,” or ‘“‘the quantity sold” (Re- 
pp. 47, 51 f. of the English translation) was such as to obscure its 
perly ex ante character, and thereby to open the way to misunderstand- 
gs, still widely current, with respect to the rdle of particular demand 

s in the explanation of realized market events. 
the standpoint of prophecy, likewise, one could wish that Professor 
itions of the paths to which Cournot may be regarded as having 
| our own generation had gone beyond Cournot’s adumbration of 
vation of “‘statistical’” demand curves (pp. 88, 90 f.). Specifically, 
r example, Professor Roy sees little more in Cournot’s use of expressions 
»F ( p)—"‘la valeur globale d’une denrée’’—than an admittedly 
ortant recognition of the concept of elasticity of demand (pp. 91 f.). 
no emphasis on the importance of Cournot’s equating of these 
ns to what might now be called the “realized money demand”’ for 
lar commodities, and of his relation of both to the problem of the 


generation of money and real income. In one sense, to be sure, we can 


th Professor Roy that Cournot’s admitted blunders in this part of 
as, for example, in his chapter on The Social Income, which 

r Roy, like so many others, cites as one of the “weak points” in the 
, “give us the impression that he [Cournot] perhaps expected 
{ his powers in tackling problems which require a more advanced 


Ur 
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degree of evolution” of analytical techniques (p. 96). But the mere state. 
ment that in such parts of Cournot’s work “‘it is still possible to glean 
valuable instruction” hardly conveys an adequate notion of the extent t 
which Cournot’s analysis, with all its blunders of detail, was ahead, no 
only of that of his contemporaries, but also of much that is highly praised 
in our own day. 

In reality, what Cournot was aiming at in this part of his analysis was ; 
kind of construction that has an importance for the future of “economi 
dynamics” far transcending anything suggested by Professor Lanzillo’s dis 
cussion of ‘‘economic dynamics” in relation to Cournot’s philosophical ys. 
tem (pp. 67 ff.), and far transcending also anything suggested by Professor 
Bordin’s discussion of Cournot’s “‘statics’” and its possible a 
(pp. 199 ff., 203 ff.). He was attempting to show how the essentially d 
crete analysis typified by the use of demand and supply schedules of th 

‘‘Marshallian” type can be related to “process analysis’; or, if one wishes 
he was attempting to show how the “price analysis” of “partial equilibrium 
theory can be related to what is coming to be called, in some quarters, “in- 
come analysis,” but is best characterized as analysis designed to provide 1 
generalized apparatus for tracing the effect of flows of money payments ani 
of objects sold against money payments upon the functioning of the eco- 
nomic process. 


But to point out such things is less to blame the commentators on Cournot 
who have failed to emphasize these implications of his work than it is t 
praise the solitary genius of Cournot himself, calmly awaiting in death, « 
he did in life (cf. p. 233), the vindication that comes when the footprint: 
left by an explorer far ahead of his own generation are finally read aright 
by the leaders of generations that follow. 


ARTHUR W. MARGE! 
University of Minnesota 
NEW BOOKS 


BROWN, C. K. Introduction to economics. Am. econ and bus. ser. (New York 
Am. Book Co, 1941. Pp. 547. $3.) 
A beginning textbook for college students. 


CHASE, S. A primer of economics. (New York: Random. 1941. Pp 60 

DummeteR, E. F. and HEFLEBOWER, R. B. Economics with applicai 
agriculture. 2nd ed. (New York: McGraw-Hill. 1941. Pp. xii, 752. $3.7 

In his review of the first edition of this volume in 1934, the writer c har- 

acterized it in these columns as “a valuable, pioneering effort in the 
direction,” and predicted that it would ‘ ‘undoubtedly meet with a well-me 
reception in agricultural colleges.” This prediction, he believes, has | bee 
fulfilled in large measure. However, much water has passed over the cam 
during the last seven or eight years, ‘and if a textbook is to pay te place 1 
has gained, it must be revised to meet new emphases and to bring factu! 
data freshly to date. The second edition of this work represents a good | 
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1. Throughout the text, statistical data have been brought just about 


early “up to date as is practicable. Much new material has been added at 


laces, and old sections often rewritten for clearer presentation. 
nong the added materials are those relating to the theory of monop- 
ompetition, and the doctrines of J. M. Keynes on the topics of employ- 
nterest and money. The chapters on agricultural credit, ome cycles, 


economic control under the New Deal have received the most extensive revi- 
Alt 


in i 


gether, the second edition represents a substantial strengthening of this 
ine with the purposes for which it was originally developed. 
WILSON GEE 


F. The basis for a general theory of economic relationships and 
activity, applicable to our present-day economic organization of 

_ York: Cornwallis Press. 1941. Pp. xxi, 387.) 

. and STEPHENSON, O. W. Everyday economics. Rev. ed. (New 


ts Burdett. Pp. vii, 519. $1.88.) 


llustrated high school textbook. 


_W. H. Economic principles, problems, and policies. Rev. ed. (New 
»pleton-Century. 1941. Pp. xxxi, 906. $4.) 
and Hitt, H. C. Today's economic problems; a study-guide in 
y economics. (New York: Scribner. 1941. Pp. 260. 80c.) 
ial science principles in the light of scientific method, with par- 
ip plication to modern economic thought. Duke Univ. sociological ser. 
n: Duke Univ. Press. 1941. Pp. xxii, 573. $4.) 
E., editor. An introduction to the social sciences. 2 vol. (New York: 


ton-Century. 1941. Pp. 1204. $3.25 each.) 


A. Spiethoff's theory of the business cycle. Univ. of Wyoming 
i, vol. VIII, no. 1. (Laramie, Wyo.: Univ. of Wyoming. 1941. 


, editor. Proceedings of the nineteenth annual conference of the 
ist Economic Association, at Stanford University, December 27-28, 
igene, Ore.: Koke-Chapman. 1941. Pp. 138.) 


Economic History 
History of Europe. By SHEPARD BANCROFT CLOUGH and 
RLES WooLsEY COLE. (Boston: Heath. 1941. Pp. xx, 841. 
).) 


nomic history is a particularly satisfactory text to review. The 


have set themselves the task of presenting to students, and espe- 


sophomores, a full-scale economic history of Europe from 600 


he present time. For writers belonging to schools of economic his- 
laving special interpretations of history this is often not a difficult 


for careful scholars anxious not only to present accurate and sig- 


t facts and analyses, but also to avoid leaving out important material 


idable undertaking. The authors have succeeded remarkably well 
plishing their purpose within the limits of their space. They have 
nirable judgment in selecting material and have made a consid- 
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erable effort to include in some form the significant matter available in the 
large special literature. Indeed, the primary weakness of the book is no 
omission, but rather the brevity of treatment which the authors have hee 
forced to adopt in respect to many important developments. 

The book is divided into periods, the scale of the treatment becoming 
greater as modern times are approached. There is first a brief review of 93 
pages by Professor Cole of the Medieval period (600-1500). This is fol. 
lowed by 272 pages, by the same author, devoted to early modern time 
(1500-1776). This part is treated in two sections, divided at the year 164 
The final part, written by Professor Clough, amounts to 444 pages and 
covers the period since 1776. It falls into three sections, the dividing Points 
being 1850 and 1914. Despite the relatively large amount of space given t 
this part, it is here that the treatment seems somewhat inadequate. This js 
especially true of the section from 1850 to 1914. Here, since a great man) 
problems are touched on, before a topic is well developed it is necessary t 
pass on. 

The point of view of the authors is wholly admirable. All special inter. 
pretations of economic development are rejected in favor of a broad evolu: 
tionary conception which fully recognizes the complexity of the forces 
which shape economic history. The bulk of the material is institutional, but 
at a number of points the authors use economic theory to explain develop 
ments. Statistics are also used to support important points, but not to excess 
The comparative method is used in dealing with the various nations. 

The sections on the period prior to 1776 are well done. Some of the 
beginnings of modern capitalism are discovered in this period. There are 
evident, however, some qualms regarding the use of this most infelicitous 
word to describe our modern economic system. Capitalism is defined simp]} 
as the economic system of the twentieth century. Reflecting the German 
school, its essential elements are held to be the capitalistic spirit, the us 
of capital, and the business techniques. Free contract, which is probably th: 
most distinguishing feature of the system usually called capitalism, is, how: 
ever, not emphasized. 

In che sections devoted to early modern times the key topics are held t 
be geographical expansion, changing business institutions, and national 
policies. Chapters devoted to each of these topics therefore appear in eact 
of the sections. Again a broad evolutionary point of view is in evidence 
The events leading up to each geographical discovery are carefully trace: 
The history of commerce is well done. Agrarian changes, especially eo 
closure, are also treated in the evolutionary manner. In discussing the « 
velopment of business organizations it is noteworthy that the extreme views 
of the Weber-Tawney school regarding the influence of protestantism a 
rejected in favor of a more central position. The chapters on mercantilist 
especially in France, are probably best of all. 
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period since 1776 is treated as one in which the trends of the earlier 
neriod continued, but at a more rapid rate. Professor Clough is very careful 
q his use of the term Industrial Revolution to indicate that by it he means 
harp break with the past. It is recognized that large-scale business, fac- 
and many modern business practices may be traced back prior to 
; Good use is made of recent research work on the Industrial Revolu- 
id its origins. One good feature of the book is that neither in this 
ection nor elsewhere is any effort made to develop a series of stages. 
The explanation of why the new developments occurred first in England 
however, not fully convincing. The explanation runs in terms of advan- 
ages in capitalistic spirit, business organization, monetary system, commer- 
| activity, transportation, and foreign trade. It seems likely to this re- 
er, however, that the rise of the coal industry, largely due to inadequate 
timber resources, was of more crucial importance. This rise led to the build- 
inals and railways, the development of steam pumping engines, and 
srowth of the metallurgical industries. 
he discussion of imperialism in the late nineteenth century also fails to 
levelop fully the problems of integrating the European economy with those 
nomically backward areas. Also, the effort to introduce a discussion 
ropean developments in terms of short-run fluctuations, while com- 
lable, is, because of the short space given, inadequate. The material on 
nomics of the first World War and of the post-war period is good. 
he whole, considering the space limitations, this entire section covers 
material on the period since 1776 in an excellent fashion. 
The book has a very attractive typography, with a liberal use of illustra- 
sand maps. Professors Clough and Cole’s Economic History of Europe 
d prove to be a very readable text. 
JOHN G. B. HUTCHINS 
ell University 


ry and Government in France and England, 1540-1640. By JOHN U. 
NeF. (Philadelphia: Am. Philosophical Soc. 1940. Pp. x, 162. $2.00.) 
is impossible in a short note to give any adequate idea of the range of 

blems covered by this stimulating study of the development of economic 
y in France and England. In both countries the authority of the crown 
s, at this time, considerably enhanced, but the modes of exercising that 
thority were sharply contrasted. In France, centralized administration de- 
ed rapidly. In England, legislation defined national policies, but left 
tration to the local authorities. France granted direct subsidies to 

1ew industries, set up private monopolies under letters patent, and 
shed an important fiscal monopoly in the salt manufacture. In Eng- 

the activity of the crown was largely confined to the grant of special 
eges under royal letters patent. The capricious selection of the bene- 
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ficiaries of these grants led to the struggle which resulted in their restriction 
to inventors. In France, the period was marked by the acquisition of ney 
fiscal resources, which were wholly adequate at the moment, but incapable 
of much further development. In England, the increased revenue of the 
crown scarcely offset the decline in the purchasing power of the currency 

The basic factual material has long been accessible to any who were in. 
terested in a careful study of economic policy, but Professor Nef has de. 
veloped the antithesis with skill and with new detail from Manuscript 
sources. He has happily emancipated himself from all the catchwords o/ 
mercantilism, and given new vitality to these episodes by approaching the 
whole problem as a basic phase of social development. He concludes 
‘Governments can do something to cultivate prosperity and to determine 
the course of economic development, to guide it in the direction of the ar 
or of a multiplication of creature comforts. But they must work within the 
limits set by their time and place and by the objectives—spiritual, intellec- 
tual, social, and economic—of the people they govern” (p. 148). The state 
participates in the development of social organization, not as an inde 
pendently conditioned external force, but as one of many factors in the 
progressive adaptation of each society to its own material and culturd 
environment. 


ABBOTT PAYSON USHER 


Harvard University 
) 


America’s Economic Growth. Rev. of Economic History of the People of 
the United States. By FRED ALBERT SHANNON. (New York: Mac 
millan. 1940. Pp. viii, 867. $3.75.) 

In this revision of Economic History of the People of the United Sta 
Dr. Shannon has produced another brilliant piece of work, a book iconoclas 
tic and sarcastic but also interesting and stimulating. A reviewer, though 
he may question statements and interpretations occasionally, can but admire 
the industry and knowledge displayed in America’s Economic Growth. 

The revision has 41 chapters in comparison with 35 in the first edition 
and about 375,000 words in comparison with 450,000 in the predecessor 
Save for the condensation, Parts I and II are much the same in both edt 
tions. In Part III of the new edition two chapters have been turned int 
four chapters. Part IV in the new edition loses one chapter to a new «iv: 
sion, but it remains at eight chapters through the division of the chapter 
“The Triumph of the Machine.” The last division, ‘The Crisis of Capita: 
ism, Since 1929,” has two chapters on the New Deal and a third chaptet 
entitled “Symptoms of Reaction.” 3 

The revision has several maps and an unusually large number of table 
The index is analytical, the bibliography is comprehensive, and the ge 
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-3! format is more satisfactory than in the first edition. The style is good, 

breezy and picturesque in metaphor. 
The book, though an admirable piece of work, has defects. The author 
; not always hew to his main periods of division; he ignores graphs; 
he is too obviously pro-labor; and he is too harsh in criticism. His labor 
mpathies (pp. 244, 514, 515, 781) coupled with his desire for con- 
lensation, perhaps publisher-inspired, cause him to give wrong impres- 
ns occasionally. Thus, he is scarcely fair to Richard Arkwright (p. 204) 
|} William H. Vanderbilt (p. 414). He ignores one source of Stephen 
!’s fortune (p. 168) and he fails to mention a P. T. Barnum deceived 
rough endorsement of notes (p. 439). Perhaps the desire for brevity 
s to a slighting of the “trust movement” before 1860 (p. 210), and 
he slighting of whaling tonnage in the middle forties (pp. 215, 643). 
} The same cause probably leads to the ignoring of numerous factors affecting 
gold quotation of greenbacks (p. 321). The author is quite caustic in 
sm of the police (p. 557), of bankers (p. 736), and of news- 
n (p. 747). He is free in criticisms of men highly respected in 
blic life, notably Theodore Roosevelt (p. 571) and Presidents Coolidge 
nd Hoover (p. 592). Nor do the New Deal, business men, and the public 
- his trenchant pen (p. 752). Occasionally errors of fact appear (pp. 
643). Not even Dr. Shannon’s first edition was too long, and 


f the criticism of this shorter though physically larger volume arises 
he excessive condensation of a number of topics. Nevertheless, Dr. 
n has produced an excellent and challenging book. 


WALTER W. JENNINGS 
ity of Kentucky 


NEW BOOKS 


ENGER, H. Agrarian politics in Missouri, 1880-1896. Univ. microfilms no. 
(Ann Arbor: Univ. of Michigan Microfilms. 1940. Pp. 352. $4.40.) 
B. History as the story of liberty. Trans. from the Italian by Sylvia 
(New York: Norton. 1941. Pp. 324. $3.75.) 
H. U. American political and social history. 2nd ed. Crofts Am. 
(New York: Crofts. 1941. Pp. 829. $5.) 
I. Men of wealth; the story of twelve significant fortunes from the 
to the present day. (New York: Simon and Schuster. 1941. 
$3.75 ) 
L. A history of Chile. Trans. from the Spanish and edited by Isaac 
s. Inter-Am. hist. ser., vol. 4. (Chapel Hill: Univ. of North Carolina 
1941. Pp. 577. $5.) 
G. D. Sixty years of Indian affairs; political, economic, and diplo- 
89-1850. (Chapel Hill: Univ. of North Carolina Press. 1941. $5.) 
B. K. Drummond Chaplin. (New York: Oxford Univ. Press. 1941. 
373. $5.50.) 
N, E. Europe in the nineteenth and twentieth centuries, 1815-1939. (New 
Macmillan. 1941, Pp. 508. $5.) 
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Petrie, W. M. F. The revolutions of civilization. Reprint ed. (New York: 
Peter Smith. 1941. Pp. 136. $2.) 

Pim, A. The financial and economic history of the African tropical territories 
Bert lectures on colonial econ. hist. for 1938. (Oxford: Clarendon Press 
1940. Pp. vii, 234. $3.) 

SHOWMAN, R. K. and Jupson, L. S., compilers. The Monroe Doctrine, and 
the growth of western hemisphere solidarity. Reference shelf, vol. 14, no. 7 
(New York: H. W. Wilson. 1941. Pp. 302. $1.25.) 

Woopson, C. G. The negro in our history. 7th ed. (Washington: Associated 
Publishers. 1941. Pp. 703. $4.) 

WRIGHT, C. W. Economic history of the United States. (New York: McGraw. 
Hill. 1941. Pp. xxviii, 1120. $4.) 


Economic Systems; National Economies 


The Foundations of a More Stable World Order. By WALTER H. C. Laves, 
editor. Lectures on the Harris Foundation, 1940, by Ferdinand Schevill, 
Jacob Viner, Charles C. Colby, Quincy Wright, J. Fred Rippy, and 
Walter H. C. Laves. (Chicago: Univ. of Chicago Press. 1941. Pp. 
xiii, 193. $2.00.) 


The Defeat of Chaos. By SiR GEORGE PalisH. (New York: Appleton-Cen- 
tury. 1941. Pp. vi, 122. $1.00.) 

The lectures at the Sixteenth Institute of the Harris Foundation in June, 

1940, were delivered under the immediate impact of the great crisis marked 


by the fall of France. Ferdinand Schevill takes a historian’s look back over 
the approximately twenty-five civilizations which have marked the course 
of human history and diagnoses the ills of our own as essentially an exag 
geration of nationalism (‘the totalitarian state is the nation-state carried 
. to its excess’) and science. If our civilization is to achieve a more stable 
world order it will have to create a world faith and a social ethics which can 
merge and submerge the individual in the group and which “might not 
without justice be described as a return to the Middle Ages.” Jacob Viner, 
discussing “International Economic Relations and the World Order, 
argues that on the whole the thesis that freer trade is conducive to peace is 
valid, but that wasted opportunities and present conditions make the prin- 
ciple relatively inapplicable today. After appraising the proposed federal 
union of the democracies as highly desirable but unlikely of accomplish- 
ment and viewing European union under Hitler (with extra-European 
annexes) as a likely prospect, Professor Viner turns to the Western Hemis 
phere. “The southern half of South America and our own country are mor 
than continents apart” and there is danger that talk of Western Hemispher 
solidarity will become “our national vehicle for day-dreaming, wish! | 
thinking, and postponement of difficult and unpleasant but urgent decisions 
corresponding to the appeasement policy of England and France before anc 
after Munich.” The economic defense of the Western Hemisphere alone 
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would be very difficult, particularly because of the problem of disposing of 
surplus products from mono-culture areas. Close collaboration with the 
British Empire and any other surviving and willing democracies, without 
regional restrictions, is much more likely to provide security for the United 
States than a hemisphere policy. Charles C. Colby contributes an informa- 
tive discussion on the rdle of shipping in the first World War; Quincy 
Wright discusses international law and world order; J. Fred Rippy con- 
tributes a paper on the United States and world order; and Walter H. C. 
Laves concludes with some observations on the institutional requirements 
of a more stable world order. 
The little book by Sir George Paish impresses this reviewer as an over- 
iple, uncritical reiteration of old slogans, applied to the problem of creat- 
a new era of peace after this war in such a way as to cover up the real 
lificulties. Extend credits, remove artificial hindrances to trade, stabilize 
urrencies, and return to the gold standard—this is the formula. Nation- 
tes, still clothed with unlimited economic sovereignty, are to be per- 
led, apparently, to act in the future on the principle that the prosperity 
f each depends on the prosperity of all. Buying power is to be maintained 
hen great governmental war expenditures come to an end by generating 
2 ‘universal feeling of confidence’ through the adoption of the sound 
policies mentioned earlier. All this is dangerous delusion, because it leaves 
so much. Something much more positive than a naive faith in the 
narket system and a return to ‘‘normalcy’’ will be necessary after this war 
f we are to achieve a stable economic basis for a democratic world system. 
The argument of the book is often exaggerated and inaccurate. Foreign 
trade is a good thing, but it will not do all that Sir George Paish implies 
oward promoting peace and prosperity. It is hardly correct, for example, to 
y that “if international trade is depressed, every country suffers from de- 
pression and if international trade is active every country enjoys prosperity,” 
r to attribute the depression unqualifiedly to the collapse of international 
trade (p. 28). Nor can one accept the statement that the American dollar 
still has a “fixed and permanent value”’ because it is linked to gold, which 
never depreciates in value with keeping’’ (p. 37). The great problems 
mnected with “rendering the currencies of the various nations fixed and 
permanent” in their relations to each other (p. 35) are nowhere discussed. 


EUGENE STALEY 
Fletcher School of Law and Diplomacy 


Colle ve 


Have a Future. By NORMAN THOMAS. (Princeton: Princeton Univ. 
Press. 1941. Pp. viii, 236. $2.50.) 
The author, leader of the Socialist Party in the United States, makes no 


1 1 

I} 

| 


626 Reviews and New Books [ September 


attempt to predict our future. He rather seeks to present the reader with a 
rational analysis of what our future might be made to be, if we demon. 
strated the requisite sagacity and vision to shape it intelligently. The goal 
is delineated in broad and simple but not very clearly defined terms. It 
is relative abundance of economic goods for all and the conquest of poy- 
erty. To reach this goal, the author suggests the need for a number of more 
or less radical changes in the structure of our economy. But before entering 
into a discussion of what these changes should be, he devotes more than 
half of the volume to a recital of mistakes of the past, particularly since 
the first World War, which have contributed to our present economic and 
political dilemma. Although there is nothing essentially new in the account 
of this tragic sequence of failure, which has culminated in the alleged 
downfall of the ‘‘old capitalism,” a reiteration offers a logical point of 
departure for a consideration of the requisites for achieving the desired 
goal. 

The many avowedly constructive proposals advanced in the second half 
of the volume are no more radical than one might expect from a recognized 
leader in socialist thought. They include, among others, nationalization of 
mineral resources, socialization of investment banking, socialization of basic 
utilities which are natural monopolies, adoption of a managed currency 
aimed at achieving price stabilization, expansion of consumers’ — 
tives, extension of civil service and social insurance, and, most important 
the shifting from planning for defense to overall planning for abundance. 
In so brief a volume it is manifestly impossible to evaluate each prop osal 
carefully, and no pretense of doing so is made. 

The author speaks feelingly of our two-party political system which be 
cause of its duopolistic position (referred to as a “two-party monopoly, 
p. 191) “‘is decidedly unwholesome.” The political reforms advocated, how- 
ever, designed to give minority parties a chance on the ballot, are not so 
radical as the proposed changes in the structure of our economy. But since 
the author believes the many economic changes advocated might be achieved 
by democratic means, he is thoroughly consistent in his advocacy of various 
political reforms. 

The final chapter sets forth the author’s views on the place of the Unitec 
States in world organization, particularly after the war. They can be sun 
marized with the concluding phrases of the volume “the maximum possible 
cooperation for peace; the maximum possible isolation for war.” . 

There is much hard, common sense to be found in the pages of this brie! 
popularly written treatise. 

KARL SCHOLZ 


University of Pennsylvania 
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NEW BOOKS 


ALLEN, W. E. D. The Ukraine. (New York: Macmillan. 1941. Pp. 450. $4.50.) 
ALTSCHUL, F. Let no wave engulf us. (New York: Duell, Sloan and Pearce. 
1941. Pp. 60. $1. ) 
BARZUN, J. M. Darwin, Marx, Wagner; critique of a heritage. (Boston: Little, 
Brown. 1941. Pp. 432. $2.75.) 
SON, * A. Shadow over Asia, the rise of militant Japan. Headline books, 
no. 29. (New York: Foreign Policy Assoc. 1941. Pp. 96. 25c.) 
BROGAN, oy. W. U.S.A.; an ‘cutlies of the country, its people and institutions. 
World today ser. (New York: Oxford Univ. Press. 1941. Pp. 144. $1.) 
Finzic, P. Hitler's ‘new order” in Europe. (London: Macmillan. 75. 6d.) 
.. Europe in chains. (New York: Penguin. 1941. Pp. 127. 25c.) 
Foster, W. Z. Socialism, the road to peace, prosperity and freedom. (New 
York: Workers Lib. Publishers. 1941. Pp. 46. 5c.) 
World capitalism and world socialism. (New York: Workers Lib. 
Pu blishers. 1941. Pp. 30. 5c.) 
GumtteBaub, C. W. The social policy of nazi Germany. Current problems. (New 
York: Mé oe 1941. Pp. 142. $1.25.) 
HANSON, E. Chile, land of progress. (New York: Reynal and Hitchcock. 
1. Pp. $1.75.) 
Hircn, C. J. America’s economic strength, World today ser. (New York: Ox- 
ford Univ. Press. 1941. Pp. vii, 114. $1.) 
HoMAN, P. T. and others. Puerto Rican problems. (Washington: Am. Council 
Pu blic Affairs. 1940. Pp. 15. 10c.) 
Hu, T. Y. Japan’s economy under war strain, (Washington: Chinese Council 
for Econ. Research. 1941. Pp. 68.) 
Lanpo IN, K. P. The Chinese in Thailand. (New York: Oxford Univ. Press. 
Pp. xi, 310. $2.50.) 
LASKI . J. The decline of liberalism. (New York: Oxford. 1941. Pp. 24. 75c.) 
. Liberty in the modern state. (New York: Penguin. 212. 25c.) 
e, H. R. The American century. (New York: Farrar and Rinehart. 1941. 
Pp. 89. $1.) 
MACKAY, R. W. G. Peace aims and the new order. Foreword by Norman Angell. 
(New York: Dodd, Mead. 1941. Pp. 306. $2.50.) 
MPSON, L. B. Many Mexicos. (New York: Putnam. 1941. Pp. 349. $3.) 
WARD, F. H. and others. Canada in world affairs; the pre-war years. (New 
York: Oxford. 1941. Pp. 356. $3.25.) 
‘ANDENBOSCH, A, The Dutch East Indies. 2nd ed., rev. (Berkeley: Univ. of 
lifornia Press. 1941. Pp. xii, 446. $4.) 
TI Lis revised edition contains a new chapter on “The Dutch East Indies 
and Japan,” an appendix on “The economic situation in the Netherlands Indies 
in 1939,” and several appendices on foreign trade. 


WIEDEN, P. New aspects of imperialism. (New York: Workers Lib. Publishers. 

1941. Pp. 40. 10c.) 

ILLKIE, W. L. Free enterprise; the philosophy of Wendell L. Willkie as found 
is Speeches, messages and other papers. General welfare ser. (Washing- 
: Nat. Home Lib. Found. 1939-40. Pp. 114. 50c.) 
uc review of foreign countries, 1939 and early 1940. Econ. ser. 9. (Wash- 
gton: Bur. of Foreign and Domestic Commerce. 1941. Pp. 361. 35c.) 
under Hitler. (London: Oxford Univ. Press. 6d.) 
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Mexican government publications; guide to the more important publicatior 
of the National Government of Mexico, 1821-1936. (Washington: Lib. of 
Congress. 1940. Pp. 333. $1.25.) 

Resumen general del censo industrial de 1935. Publicaciones de la secretaria d. 
la economia nactional. (Mexico: Talleres graficos de la nacion. 1941, ge Vi, 
250. ) 


Statistics; Economic Mathematics; Accounting 
NEW BOOKS 

BAILy, H. H. Specialized accounting systems. Wiley accounting ser. (New York 
Wiley. 1941. Pp. 497. $4.) 

Contains chapters on each of the following topics: “Contractors”; “De 
partment stores’; “Small loan and finance companies”; ‘Building and loan 
associations’; ‘Commercial banks’; ‘Fire insurance’; “Life insurance 
‘Stock brokerage”; “Grain brokerage’; ‘Water utilities’; ‘‘Railroads’’; “Mo 
tor carriers’; “Air transportation.” 

BELL, W. H. and JOHNS, R. S. Auditing. Rev. ed. Codrdinated accounting series 
(New York: Prentice-Hall. 1941. Pp. 421. $4.70; $3.50, school edition.) 
CHAMBERS, E. G. Statistical calculation for beginners. (New York: Macmillan 

1941. Pp. 118. $2.) 

D’ALESSANDRO, A. Foundation of accounting. (New York: Longmans Green 

1941. Pp. xii, 622. $4.) 

Davis, G. R. and YopER, D. Business statistics. 2nd ed. (New York: Wile 

1941. Pp. ix, 616. $3.75.) 

Contains new materials and reorganization of materials based on teachii 
experiences. 

FINNEY, H. A. Tests and questions to accompany general accounting. (New 
York: Prentice-Hall. 1941. Pp. 339. $2.65, paper; $2, school edition. ) 
NewLove, G. H. and GARNER, S. P. Elementar) cost accounting. Heath a 

counting ser. (Boston: Heath. 1941. Pp. 567. $4.) 

PATON, W. A. Advanced accounting. (New York: Macmillan. 1941. Pp. x 
837. $5.) 

SMITHLINE, H. and THOMPSON, C. O. Business arithmetic. Rev. of origina 
Thompson's Business Arithmetic. (New York: Prentice-Hall. 1941. Pp. 507 
$1.60. ) 

TILLER, C. W. Governmental cost accounting, (Chicago: Municipal Financ 
Officers’ Assoc. 1940. Pp. 78. $1.) 

Extracto es'adistico del Peru, Preparado por la direccion national! de estadisti 
(Lima: Imprenta Americana, 1939. Pp. cxxxix, 568.) 

Proceedings of the 1940 Ohio conference of statisticians on business resea 
held at the Ohio State University, November 15-16, 1940. Coll. of commerce 
conf. ser., no. C-13. (Columbus: Bur. of Bus. Res., Coll. of Commerce anc 
Admin., Ohio State Univ. 1941. Pp. viii, 97.) 

Statistical abstract of the United States, 1940: sixty-second annual edit 
(Washington: Supt. Docs. 1941. Pp. 925. $1.50.) 


Business Cycles and Fluctuations 


NEW BOOKS 


ANGELL, J. W. Investment and business cycles. (New York: McGraw-Hil 
1941, Pp. xviii, 363. $3.50.) 
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BARNETT, P. Business-cycle theory in the United States, 1860-1900. (Chicago: 
Univ. of Chicago Press. 1941. Pp. ix, 129. $1.) 
32 ETHERTON, R. F., BURCHARDT, F. A. and RUTHERFORD, R. S. G. Pzblic 
‘ment and the trade cycle in Great Britain. (New York: Oxford. 1941. 
p. 480. $9.) 

iM, F. Den producktiva aktiviteten i dess férhdllande till konjunkturut- 
vecklingen. Ekonomiska samjundet i Finland skrifter iii. (Helsingfors: 
Schildts. 1941. Pp. 283. Mk. 83.) 

Kine, W. I. The causes of economic fluctuation. Rev. ed. (New York: Ronald. 
1941. Pp. 3 3706. $3. 50. ) 
1ERSON, J. H. G. Fall employment. (New Haven: Yale Univ. Press. 1941. 
Pp. ix, 297. $2.50.) 
woop. E C. Cause and control of the business cycle. (Cambridge: Am. 
stit. for Econ. Research. $1.) 


Public Finance; Fiscal Policy; Taxation 


NEW BOOKS 


iN, P. W. Bruton’s cases on taxation, Am. casebook ser. (St. Paul: West 
1941. Pp. 1252. $6.50.) 
FHLER, A. G. Taxation of corporate excess profits. (Washington: Am. Coun- 
| on Public Affairs. 1940. Pp. 14. 25c.) 
, R. Uncle Sam’s treasury. (Boston: Little, Brown. 1941. Pp. 121. 
1.25.) 
A. Conscription of capital. Stud. on war and peace, no, 10. get York: 
— arch Project, Grad. Faculty of Pol. and Soc. Sci. 1941. Pp. 23. 25c.) 
and SHEPARD, E. F. Retail sales taxation in Michigan. Michigan 
p a no. 12. (Ann Arbor: Univ. of Michigan Press. 1941. Pp. 20. 10c.) 
sHING, H. G. A study of the sales tax with special reference to the Missouri 
August, 1935. Univ. microfilms, no. 197. (Ann Arbor: Univ. of 
uigan Microfilms. 1941. Pp. 244.) 
HFORD, B. U. American state debts, (Durham: Duke Univ. Press. 1941. 
xvill, 629. $5.) 
RP, C. R. Federal expenditures in Michigan. Michigan pamph. no. 13. (Ann 
\rbor: Univ. of Michigan Press. 1941. Pp. 36. 10c.) 
brofits tax amendments of 1941. Act to amend certain provisions of the 
nue code relating to profits = and for other purposes. Approved 
1941, (77th Cong. Public Law 10.) (W ashington: Supt. Docs. 
Sc.) 
1918, and finance acts, 1931 edition. Sup ple ment 9, December, 
(London: H. M. Stationery Office. 1941. 15.) 
ns 110, consolidated excess profits tax regulations relating to consoli- 
ited returns of affiliated corporations prescribed under section 730(b) of the 
cess Profits Tax act of 1940. (Washington: U. S. Treasury Dept., Internal 
cevenue Bur. 1941. Pp. 45. 10c.) 
mmittee on national expenditure, sess. 1940-41; sixth report. (London: 
M. Stationery Office. 1941. Pp. 67. 15.) 
es of war finance, an analysis, and an estimate of the national income and 
nditure a 1938 and 1940. (London: H. M. Stationery Office. 1941. 3d.) 
| New York: eighty-first annual report of the superintendent of insurance 
year ended December 31, 1939. Vol. 3-A. Casualty and surety com- 
nies ; title companies. Vol. 3-B. Fraternal benefit societies. Leg. doc. (1940) 
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no. 35. (Albany: State of New York Insurance Dept. 1940. Pp. 81a, 582: 
432b.) 

Treasury decisions under customs and other laws. Vol. 75. July, 1939-]une, 194 
(Washington: U. S. Treasury Dept. 1940. Pp. 469. $1.) 


Money and Banking: Short-term Credit 


Money and Banking Today. By EUGENE E. AGGER. (New York: Reynal 
and Hitchcock. 1941. Pp. xvi, 764. $3.00.) 


Money and Banking. By J. MARVIN PETERSON, DELMAS R. CAWTHORNE 
and PHitipp H. LOHMAN. (New York: Macmillan. 1941. Pp. xvii, 
742. $3.75.) 

In general these two textbooks written for the introductory course in 
money and banking cover the same ground. Both present an up-to-date pic- 
ture of the monetary system of the United States, recent developments 
being discussed in the main body of the text instead of being corralled ina 
final chapter or two. Each gives rather full treatment to different kids of 
standards of value and their stability or instability. The history of mong 
and banking receives less consideration at the hands of Peterson and asso- 
ciates than is usual in books of this kind, although their treatment is fuller 
than that of Agger who declares that he uses historical material mainly to 
illustrate principles and does not consider it ‘‘. . . worth a great deal stand- 
ing alone” (Preface, p. v). A major portion of each book is devoted to the 
problems of banking both in their commercial and non-commercial aspects 
and to the organization, operations, and policies of the Federal Reserve 
System. Peterson and associates give much more attention than Agger t 
the controversy over liquidity and shiftability of bank assets and to the limits 
on expansion of bank credit. Neither book treats banking in foreign coun- 
tries in much detail; in two chapters at the end of his book Agger describes 
banking in England, Germany, and Russia. Both books contain an exposi: 
tion of several theories of money value. The Multiple Commodity Reserve 
Plan, the 100 per cent Reserve Plan, and similar reform proposals atc 
treated briefly in both books. 

Agger introduces the discussion of value of money in the early part of 
his book. He treats this complex problem from the standpoint of mone) 
rates, foreign exchange rates, and the domestic price level (chapters VI 
VIII, pp. 97-154). He integrates these three aspects skillfully, and his luc: 
discussion should be stimulating to the student. Peterson and associates, 10 
contrast to Agger, delay their treatment of the value of money until the 
book is more than half completed. Except for pointing out that the foreign 
exchange “. . . rate is in reality one aspect of the value of money whic! 
was treated in a previous discussion of this subject’ (p. 661), they hav 
not attempted to integrate the three aspects of money value. They discus 
the domestic price level in Part V (pp. 475-536), money rates in Part ¥! 


] 

I 
A \ 
in 
l 
K 
+] 
| 
ind 
(] 
Do 


1941] Money and Banking: Short-term Credit 631 


(pp. 553-564), and foreign exchange rates in Part VII (pp. 661-684). 
Peterson and associates explain that “The chapters on the value of money 

have been placed late in the book because monetary theory has more mean- 

ig to a student after he has acquired a knowledge of banking theory and 


Inv 
practice” (Preface, p. vi). Whatever the strength of this argument may be, 
other considerations need to be taken into account. There are objections to 
taking up the discussion of problems which require of the student an un- 
derstanding of factors determining the value of money before the formal 
treatment of that complicated question has been presented. Without a 
basic understanding of price level theory and foreign exchange the student 
is not equipped to handle such problems as unstable standards of value and 
Federal Reserve operations and policies. ‘fo introduce a discussion of the 
internal and external value of money whenever such understanding is re- 
quired involves needless repetition. 

Agger expresses the view that the equation of exchange (of the Fisher- 
Kemmerer type) “‘. . . broadly embraces all the important factors affecting 
the value position of money, and a study of the interrelations of these 
factors helps us to understand how the price mechanism functions’ (p. 
141). Contrasting the Fisher-Kemmerer and Cambridge doctrines, he con- 
cludes, “The two approaches are . . . not mutually contradictory, but may 
be said . . . to supplement each other, the cash balances approach bringing 
into the picture human motives and human calculations, to add living 
warmth to an otherwise cold and apparently lifeless formula’’ (p. 145). 

In their discussion of the determination of the price level Peterson and 
associates have this to say: 

Up to this point in the analysis, the variables considered important to price 
level fluctuations have been the quantity of money and credit, the velocity with 
hich these quantities are used in effecting transfers of goods, and the volume 
of trade. As a supplement to this list of strategic elements, we must recognize 
(1) the psychological elements, (2) the technological factors, and (3) the level 
f production” (p. 500). 
reasons for changes in the level of prices grow out of such monetary 
nts as the quantity of money and its velocity, and such nonmonetary factors 
is the volume of trade, the pace of technological advance, the level of output, 
nd changes in public attitudes regarding the holding of money” (p. 507). 
The four general sources from which price changes have been shown to 
emanate were (1) the supply of money, (2) the demand for money, (3) non- 
monetary changes such as technological innovations, the level of output, and 
industrial mergers, and (4) the public’s attitude with respect to liquidity’’ (p. 


5 36) 


Do they intend to deny that the equation of exchange “. . . broadly em- 
bra es all the important factors affecting the value position of money . . .”’? 
Whether this is their position or whether they are enumerating some of the 
elements which help to determine changes in the factors of the equation, 
they have not made altogether clear. 
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Considerable duplication is found in the book of Peterson and associates, 
Typical of this tendency is the following: On page 25, under the heading 
“Conditions appropriate to a gold standard,” they discuss these three points: 
(1) ‘‘A flexible price structure must be maintained”’; (2) ‘No undue inter- 
ference with the flow of international trade can be permitted”; (3) “The 
rules of the gold standard must be scrupulously observed.’ On pages 690- 
691 they take up again the same three points under the heading, ‘The 
assumptions of automatic actions.’ The second exposition differs from the 
first in the choice of words, not in ideas. 

The book of Peterson and associates is not free from minor errors. For 
example, on page 347 they state, ‘The ratio of cash in circulation to de- 
posits has been found to be $1 : $8.3... .”” On the basis of this ratio the 
public holds over 10 per cent of its funds in the form of cash outside the 
banks. Their earlier discussion reveals that they do not mean this at all. 
On page 341 they assume that the public holds 8.3 per cent of its funds in 
the form of cash outside the banks. 

On the whole Agger’s book is well organized and clearly written. His 

. emphasis is primarily on functional analysis and interpretation rather 
than on description of organization and of techniques’’ (Preface, p. v) 
Improvement, however, might be made by eliminating some duplication 
found in the discussion of the organization, operations, and policies of the 
Federal Reserve System in chapters XXV and XXVI (pp. 488-565), and 
chapter XXVIII (pp. 588-618). 

The questions and problems at the end of each chapter are a special fea- 
ture of Agger’s book. 

R. H. LOUNSBURY 

Russell Sage College 


The Economics of Money, Credit and Banking. By F. Cyrit JAMES. 3rd 
ed., rev. and enl. (New York: Ronald. 1940. Pp. xxi, 745. $4.00.) 

It was my pleasure to review, briefly, both the first and the second edi 
tions of this work. Because it amounts to a new book, the third edition 
presents something of a problem to a reviewer. It exceeds the length of th 
second edition by fifty per cent. Every chapter has been rewritten; most o! 
them have been reorganized. Therefore, little reference may be made t 
what was previously said about the book. 

In the new volume there is less concern with the immediateness 0! 
money, credit and banking problems and phenomena and more critical 
interpretation of the philosophies underlying and surrounding them. [0 
stead of isolating finance from the balance of economic life, the approach 
is that money and credit affairs are mere incidents in the great sea of huma0 
activity and existence. The cornerstones for inferences in the present volume 
are: (1) the historical and political setting of the problems of the past, and 
(2) the general political, economic and social life of the times. The frst 
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two editions were probably guilty of bias by depending too much upon the 
ontemporary mass emotions of the social order. 

The introduction of new materials has occurred in two ways: (1) new 
chapters essentially on added materials, broadening the scope of the work; 
and (2) new historical materials to strengthen the philosophies pro- 
pounded, especially Canadian and British. 

It may be hazarded that the author’s general attitude toward experimenta- 
tion in money and prices is more directly critical, although one can find 
but few instances indicating a lack of faith in their ultimate efficacy. The 
revamping of an entire money system and its attendent financial institutions, 
such as was the apparent intention of the New Deal in the United States 
from 1933 to 1940, are viewed dispassionately but with reserve. The con- 
clusion appears to be that money and credit management will never be the 
lecisive factor in the economic well-being of a nation. This book is prob- 
bly the best volume available on the relations between money and credit 

iditions in the “Old World” and those of the ‘““New World.” It will 
ippeal especially to those teachers who desire to avoid mere descriptive 
treatment of the financial system. 

FLoyp F. BURTCHETT 
versity of California 


NEW BOOKS 
An outline of money. (London: Nelson. 1941. 10s. 6d.) 
AND, BD. ye elements in consumer instalment financing. Finan. res. prog., 
st in consumer instal, finan. no. 8. (New York: Nat. Bur. of Econ. Re- 
rch. 1941. Pp. xx, 163. $1.50; $2, technical edition.) 
J. I. Bank audits and examinations. Rev. ed. (New York: Ronald. 
i] Pp. xx, 577. $6.) 
AN JAN, 5. K. Modern banking in India. (Bombay: New Book Co. 1940. 
Rs. 7-8.) 
‘cH, W. N. The security affiliates of national banks. Johns Hopkins Univ. 
in hist. and pol. sci., ser. lviti, no. 3. (Baltimore: Johns Hopkins Press. 
Pp. 187. $1.50.) 
VLANDS, D. T. Two decades of building and loan associations in Pennsyl- 
a. Reprinted from The Pennsylvania Bulletin, vol. vii, nos. 6-12, vol. viii, 
nos. 1-4, (Philadelphia: Univ. of Pennsylvania. 1941. Pp. ix, 135.) 
SCHERMAN, H. Will we have inflation? including The Med ie Si in our gold. 
(New York: Simon and Schuster. 1941. Pp. 179. $1.) 
SCHNEI W. J. Field u page as a facility for lending against commodt- 
(New York: Macmillan. 1941. Pp. 91. $1.) | 
SIMPSON, W. H. The small loan problem of the Carolinas, with a commentary 
“3 regulation in Virginia, (Clinton, S.C.: Presbyterian College Press. 1941. 
154,32.) 
STEIN] - W. H. and SHAPIRO, E. Money and banking. Rev. (New York: Holt. 
1941. Pp. x, 790. $3.60.) 
ART, M. S. How we spend our money. Rev. ed. aggre affairs pamph., 
18. (New York: Public Affairs Committee. 1941. Pp. 31. 10c.) 
‘AYLOR, O. The new inflation; how to detect it from beginning to end. (New 
York: Stock Market Pubs. 1941, Pp. 25. $3, paper, loose-leaf, mimeographed. ) 
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WALsH, J. J. Early banks in the District of Columbia, 1792-1818. Stud. in econ, 
vol. 2. (Washington: Catholic Univ. of America Press, 1940. Pp. 191. $1.75.) 

Agricultural credit in Denmark. Econ. and credit res, div., bull. CR-2. (Wash- 
ington: Farm Credit Administration. 1941. Pp. 71. 15c.) 

Assets and liabilities of Operating insured banks, December 31, 1940. Rep. no 
14. (Washington: Federal Deposit Insurance Corp. 1941. Pp. 35.) 

Director of the mint: annual report for the fiscal year ended June 30, 1940, 
including report on the production of the precious metals during the calenda 
year 1939. (Washington: Supt. Docs. 1940. Pp. 110. 45c.) 

Federal Reserve act of 1913 with amendments, and laws relating to banking 
(Washington: Supt. Docs, 1941. Pp. 314. 25c.) 


International Trade, Finance and Economic Policy 


New Directions in Our Trade Policy. By WILLIAM DIEBOLD, JR. Studies 
in Am. for. rel., no. 2. (New York: Council on Foreign Relations 
1941. Pp. x, 174. $2.00.) 


The Reciprocal Trade Agreements Program. By GRACE BECKETT. (New 
York: Columbia Univ. Press. 1941. Pp. xv, 142. $2.00.) 

Since studies of recent American commercial policy are all too few, these 
two books should be welcomed. Miss Beckett’s book, as the title indicates 
discusses only the trade agreements program, whereas Mr. Diebold’s book 
is a study of other aspects of American commercial policy as well and 
emphasizes the fact that the trade pacts have occupied a much less important 
place in American policy during the past two years than during the years 
1936-38. 

Mr. Diebold begins his analysis with a study of the trade agreements 
program. Although his discussion is intentionally by no means exhaustive, 
it is penetrating. Instead of indulging in the conventional platitudes which 
characterize the program as a partial renunciation of American protection: 
ism, the author treats it in its true perspective. He calls attention to the 
various illiberal practices developing concurrently with the “‘liberalism’ ot 
the Hull program, as, for example, the somewhat startling fact that near!) 
one-fourth of American dutiable imports were restricted by quota limitation 
in 1939. One statement concerning the program is a particularly refreshing 
commentary upon some of the exaggerated claims made by its sponsors and 
deserves quoting: ‘“The trade agreements program did not introduce a fre¢ 
trade policy, or even a general low tariff policy, but a policy of altering 
tariffs to the degree necessary to get concessions for American exports with 
out hurting domestic producers. This ‘adjusted protectionism’ differed fron 
past American protectionist policy more in technique than in fundament! 
concept” (p. 23). Nevertheless, Mr. Diebold feels that the program should 
be retained and that it might well be used even during the war to secufe 
better understanding with Latin America. He offers substantial evidence 
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that an economic basis already exists for agreements with Chile, Peru, and, 
especially, Mexico. 

The latter part of Mr. Diebold’s book is a critical discussion of various 
proposals (such as, for example, the trade cartel plan) which have been 
advanced to care for the problems of Western Hemisphere trade during 
and after the present war. The discussion of the post-war situation has been 
predicated upon varying assumptions (German victory, stalemate, and 
British victory) and, although some may disagree with the obvious bias 
toward greater hemispheric self-containment, the author has advanced con- 
vincing arguments to support his case, and, given the current political 
milieu, his conclusions are probably as realistic as many of the alternatives 
that have been suggested. 

Anyone looking for a critical theoretical analysis of the trade agreements 
program will not find it in Miss Beckett’s book. In fact, the work is more 
of the nature of a primer on the subject, though this fact is somewhat 
camouflaged by a plethora of footnotes and statistical tables. The main 
divisions of the book consist of discussions of the background of the pro- 
gram, the general provisions of the agreements, the concessions obtained 
and granted, and the effect of the agreements upon American foreign trade. 
The description of the background of the agreements and of the general 
provisions adds little to the authoritative work of Dr. Tasca (The Reciprocal 
I'rade Policy of the United States). The discussion of the concessions re- 
ceived and ppuie is a bit tedious aes it is the only succinct statement cover- 


statistics on the effects of the trade agreements are great and the reader is 
not likely to be impressed with the usefulness of such computations, unless, 
indeed, it be to show that they are, in fact, of little practical significance. 

The chief value of this book lies in the fact that Miss Beckett has suc- 
ceeded in collating an enormous mass of material published by the Depart- 
ments of State, Commerce, and Agriculture and by the Tariff Commission. 
Although great industry has been shown in this painstaking task, most 
readers would have welcomed some statement of a few of the more im- 
portant theoretical implications of the trade philosophy underlying the Hull 
program. 

CARL KREIDER 
Goshen College 


Barriers to World Trade. By MARGARET S. GorDON. (New York: Mac- 
millan. 1941. Pp. xii, 530. $4.00.) 
This book offers a detailed description of the restrictions upon interna- 
tional trade as they developed i in the period from 1914 up to the outbreak 
the second World War in September, 1939. It divides into four parts. 
he first sketches the evolution of commercial and foreign exchange policies 
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during and after the first World War up to the breakdown of the post-war 
gold standard. The second deals with national policies for the control of 
international payments, defining exchange control as all those measures 
limiting the right of individuals to deal freely in the foreign exchange mar. 
ket. In the third part, the author takes up tariff policy since 1931, import 
quotas and other forms of import restriction, and export promotion and 
control. Finally, the facts and prospects of bilateralism, regionalism, colo- 
nial policies, international commodity control schemes, and multilateral 
trade policies are systematically reviewed in part four. 

For those students seeking, within the covers of one book, for a pain- 
staking and orderly presentation of factual data pertaining to world com: 
mercial policies in the last decade, there is probably not a better one to lx 
found than the volume under review. It can be used as a worthy com- 
panion to Condliffe’s recent Reconstruction of World Trade. Mr. Condiitie 
paints on a broader canvas and subordinates the facts to extended and inci- 
sive analysis, whereas Mrs. Gordon is more inclined to let the facts speak 
for themselves. In their fundamental conclusions, however, both authors 
raise the same questions about the future of international economic rela- 
tions. 

As stated by Mrs. Gordon, the conclusions are: (1) The forces making 
for increased state intervention and control over national economic life 
dovetail with the social and political forces of traditional nationalism to 
create a restrictionist attitude and practice toward international economic 
relations. (2) The increased measure of state control over foreign trade 
creates conditions in which the principle of bilateral balancing appears to 
outweigh the principles of multilateralism and equal treatment, professions 
to the contrary notwithstanding. (3) Regionalism and imperial econom« 
integration have made only an inconsequential contribution to the preserva- 
tion and extension of the international division of labor. (4) While 1n- 
ternational trade has shown rather remarkable vitality in the face of the 
multitude of restrictions, its future prospects appear to be bad, unless 1 
more secure basis for the international division of labor can be provided bj 
effective international political organization. 

MAX GIDEONS! 


Rutgers University 


Plan for Permanent Peace. By HANS HEYMANN. (New York: Harper 
1941. Pp. xx, 315. $3.50.) 

Professor Heymann’s book is considerably more limited in scope than |’ 
ambitious title would indicate. It is primarily concerned with drawing : 
blueprint for an intricate system of international and super-national bank 
ing. In his then-time official capacity, the author in 1922 wrote a memorat 
dum on this subject for Germany’s Foreign Minister, Walter Rathena 
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That statement, presented to the Genoa Conference of 1922, pigeonholed, 
sublished in Germany by its author and often since brought up by him in 
is private and public capacity, is the cornerstone of his book. It is repro- 


aaa in an Appendix which is perhaps the most interesting part of the 
large volume. With this frustrated project at the back of his mind and with 
the conviction that the two world wars of our century were due to essen- 
tially economic causes, Dr. Heymann presents his new project of inter- 


national financial organization as a determining contribution to world 


t 


peace. 
" The first part of the book deals with the general background of the war. 
is called, significantly, “Economic fallacies caused the war,” a thesis 
which is not proved, however, in the seventy-five pages that follow. To 
affirm one’s conviction is one thing, to do historian’s work in tracing con- 
nections between events is yet another, and the latter is left undone. It is 
not enough to affirm that ‘‘It was above all an economic explosion caused by 
protectionism and imperialism which brought about the war in 1914”; nor 
to state, with respect to the present conflagration, that ‘‘misconceptions of 
economic theories, primarily, caused the war.” We know all too well of 
the political, power-seeking elements in both wars; there is a large literature 
concerned with the origins of the first World War; and it is well established 
that the decisive factors in the present German-nazi war of conquest are 
narily other than economic. Heymann’s “materialistic interpretation of 
history is neither convincing nor sophisticated, and as it does not go beyond 
her hackneyed assertions supported only by inconclusive appeals to per- 
: nal recollections, this part of the book need not be more than briefly 

noted. 

Another point is more interesting. To attribute the effervescence of eco- 
nomic nationalism and of the rejuvenated mercantilism to fallacies and 
misconceptions of economic theory is hardly to go deeply enough into mod- 
ern economic history. Theories of economic liberalism and internationalism, 
to which Dr. Heymann adheres by and large, have been more current and 
more firmly accepted in academic circles than any of the neo-mercantilist 
views, at least until the publication of Mr. Keynes’s General Theory. The 
tallacies of protectionism were denounced time and again, and yet were a 
more readily accepted guide to policy than the more scholarly views of the 
main body of academic economists. Why was it? Mainly because economic 
nationalism is a corollary of political nationalism, a function of the na- 
tionalistic conception of international as compared with national issues. 
The disruptive protectionism of the twenties and the failure to carry out in 
practice the principles of international codperation as stated, e.g., in the 
Covenant of the League of Nations were due to the prevalence of nation- 
alistic political conceptions with their emphasis on full national sovereignty, 
to political insecurity leading to a protection of “key industries,” to prep- 
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arations for a possible aggressive war, not to forget the usual ‘‘protection” 
of special interests. All these considerations determined the type of “theory” 
to which politicians listened. To omit all these questions is to leave out the 
main feature of the post-1919 developments. Here lies the principal weak. 
ness of Dr. Heymann’s book and the reason why it falls so far short of its 
stated objective. 

Let us turn now to the principal, second part of the book called (not 
very happily) ‘‘Social capitalism can make peace.’’ What “‘social capitalism” 
is, is not explained to this reviewer's satisfaction. This opportunity may be 
taken to complain about the all too prevalent habit of covering up complex 
and difficult, and at the same time vague, issues by well-sounding phrases. 
We have heard much (even in the book under review) about the “end of 
economic man’’; also about “‘a system of social economy which is in har- 
mony with our education and our character’ (p. 259); about mechanisms 
which “will provide us with a relatively simple formula in higher eco- 
nomics, which is as indispensable as simple formulae are in higher mathe- 
matics” (p. 121); and so forth. This type of verbal formulations will 
neither improve our knowledge nor create new and improved instruments 
for guiding action. 

In proposing the foundation of new institutions, it is important to state 
clearly the objectives sought and to devise the simplest possible institutional 
framework for the attainment of these objectives. Such a framework should 
draw as heavily as possible upon existing institutions. Hence, every new 
project of an international bank should be evolved on the basis of an ap- 
praisal of the Bank for International Settlements, of its past performance, 
and of its future possibilities. The B.I.S. was founded too late and was too 
limited in scope. Nobody will disagree with Dr. Heymann on that. But he 
is far from fair and far from accurate when he affirms (p. 262) that the 
B.I.S. “after all, was nothing but a creation of J. P. Morgan and Company, 
the First National Bank of New York, and the First National Bank of Chi 
cago.” It was not so simple as that! Nor is it fair or true to say that the 
bank “was not an instrument of friendship and collaboration in the reform 
of our socio-economic world order’ (p. 122). Modest though it was, the 
Bank for International Settlements was a definite step forward in the direc- 
tion of international financial and monetary collaboration. Were it not thal 
it came to life so late (in 1930), its record would very likely have been 
better. Were it not for the prevalent nationalism, its powers would have 
been greater. The men who ran the Bank had vision and courage, men like 
Pierre Quesnay, Per Jacobsson, Leon Fraser, and others. Quesnay in pat: 
ticular, to whom only one fleeting reference is made in the book undet 
review, had a bold and imaginative vision of the future of the institution of 
which he was one of ithe most important intellectual sponsors. 

Dr. Heymann offers a scheme which includes several ‘‘continental banks 
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for Europe, the Western Hemisphere and Asia, all to be topped by a ‘Bank 
of Nations.”” This system of banks would help the administration of inter- 
national credits for productive purposes and would have a hand in the 
regulation of the total money supply: of the world. (As one reads the book 
one gets the feeling that it would exercise these latter powers mainly for 
inflationary purposes. Business cycle connections are mentioned but not 
analyzed.) There are various other activities listed, such as an international 
administration of social security and so forth, but they are treated too 
vaguely to be more than noted here. There is aiso a chapter on the Interna- 
tional Labor Organization which seems out of its proper context. The 
presentation of Dr. Heymann’s own proposals was much more concise and 
clear in his Memorandum of 1922 than it is in the main body of his book. 

There seems to be no good reason why there should be “continental 
banks’ in a world endowed, after a defeat of Germany, with a new Inter- 
national Organization. But then the author is not quite explicit in the as- 
sumptions he makes regarding the outcome of the war. Also there seems to 
be no reason why one should brush away the possibility of the Bank for 
International Settlements, duly reorganized, becoming the new ‘Bank of 
Nations.”’ In effect there would be but few administrative reforms to make 
in order to effect the transformation. The short reference to the matter in 
]. E. Meade’s Economic Foundations of a Durable Peace conveys clearer 
ideas than do the elaborate charts attached to Dr. Heymann’s book. A much 


more difficult problem—and this one is left quite in the dark—is that of 
policies which such a world bank should adopt, their aims and criteria. 
What should also be considered are the policies toward such a bank to be 
adopted by the various national governments and central banks within the 
framework of a new International Organization. 

MICHAEL A, HEILPERIN 


Bryn Mawr College 


History of French Commercial Policies. By F. A. Haicur. (New York: 
Macmillan. 1941. Pp. xvii, 285. $2.50.) 

Within the compass of less than three hundred pages, Mr. Haight has 
written a readable and judicious book on French commercial policies from 
the days of Colbert to, what now seem like, the pre-historic days of Reynaud. 
Mercantilism; the liberal trade policies of the middle nineteenth century; 
the protectionism of the post-Civil War days; the vain attempts at tariff 
reduction in the twenties; the quotas, clearing agreements, and other devices 

t the thirties—all of these are handled with skill and clarity. 

A large part of the book is devoted to very recent history. Mr. Haight is 
not unaware of the relation of economic policies abroad to French commer- 
cial policies. In order to understand these policies, one must take into ac- 
count the effects of British abandonment of gold, the American devaluation 
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policy, the German exchange policies, etc. Unlike most historians of 
France's tragic period, he does not find in his particular field of interest the 
explanation of France’s collapse. I wish that Mr. Haight had been bolder 
and evaluated the contribution of quotas and other restrictionist policies t 
the economic decline and the class conflict of the thirties, which proved t 
be so unfortunate for France. France’s insistence on the gold standard in a 
world of depreciated currencies and, therefore, of unequal competition for 
French industry, accounts in large part for the quotas and clearing agree. 
ments and also for the suicidal attempt on the part of the French govern- 
ments to bleed the economy through wage- and price-cutting. The contribu: 
tions of these attempts at wage-cutting and of the accompanying unemploy- 
ment in the thirties to the leftist movements and class feeling can hard\y 
be exaggerated. 

Mr. Haight seems sympathetic with the French reliance on quotas, clear- 
ing agreements, and the alliances with other gold countries to fight depre 
ciation. Yet he admits the failure of the clearing agreements and in mar 
respects is critical of quotas. It could be wished that he had discussed th: 
quota as against tariffs in their effects on prices and the distribution of the 
spoils. And I do not see the distinction that he makes on page 142 between 
exchange control and quotas. The former deals with the adverse balance of 
payments; but the latter, in a limited field, also operates to reduce th 
adverse balance. 

S. E. Harris 


Harvard University 


American Business in a Changing World. By A. W. ZELOMEK and Rosin! 
SHOOK. (New York: McGraw-Hill. 1941. Pp. xiv, 264. $2.50.) 

This book has been written by the president and the research director o! 
a consulting organization. Its title hurts it. It is more than a recipe for bus: 
ness men as to how to get by in the current turmoil. It is an attempt to giv 
the thought and action of the intelligent public in this country a soun¢ 
orientation by a candid appraisal of the background and the current featute 
of the world crisis, and of the prospects and possibilities of future develop 
ment and action. Within the limits of its purpose which is not primati 
that of a scientific research contribution, the book, though of uneven qué! 
ity, is, on essential issues, enlightening and thought-provoking. 

The authors begin with a picture of the background to the present cri 
in three chapters dealing with Europe, the British Empire, and Unit: 
States, respectively. The crucial importance of the year 1914 as the real be 
ginning of the world revolution, the failure of reconstruction, and th 
moral and material reasons for this failure are effectively stated; and the 
fatal tendencies and errors of the leading powers, including America, 
forcefully and to our mind, on the whole, correctly presented. A sefi0 
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shortcoming of this part, and in fact of the whole work, is the superficial 
treatment of Russia and Japan, and their rdles in past, current and coming 
events. 

The first chapter of Part II, ‘Problems in the Making,” shows the same 
trenchant qualities as the first part; but the chapters on the gold standard 
and free trade are much less satisfactory. The crucial problem whether, in 
the long-run, barter and free exchange, the gold standard and managed 

rrency, can be combined and some degree of economic liberalism can be 

ntained in such a mixture is slurred over. Also, in the chapter on free 
trade, the discussion of direct, quantitative regulation of trade and its con- 
sequences for the political and economic system, is quite inadequate. The 
liscussion of the world’s raw material situation suffers particularly from the 
that one cannot appraise the future raw material situation of any 
ntry without assuming too much, politically and economically, not only 
about this country but about all the others as well. The authors seem to 
hange their assumptions sometimes as they go along. 

As to the third part, most readers will agree that success in the defense 
program depends to a very great extent on the timely mobilization of moral 
forces. The idea of the authors, however, that America—in contrast to 
Germany—can finance a great effort, at least for some time, otherwise than 
ut of sacrifices in the form of greater exertion and less private consump- 

seems to us very unfortunate, as it not only is incorrect, but it is apt 
bolster current illusions and unfortunate tendencies which may bring 
t consumers’ restrictions by the fatal detour of inflation. 

A chapter on joint economic and political defense of the Americas and 
4 summarizing chapter bring the book to a close. The value of the summary, 
with its economic and political forecasts, seems to us to rest less on the 
validity of the picture drawn, which is quite naturally highly subjective and 
lebatable, than in the emphasis on the necessity for courageous adjustment 
enormous dangers and changes. It seems very true that even in case of 

English victory, the world is most unlikely to come to rest soon and to 

safe for democracy and freedom. American and her people may be called 

issume far greater responsibilities for the whole world than they ever 
uldered in the past. In this respect the challenge of the authors is too 
lorless and timid. 


+ 


HERBERT VON BECKERATH 
Duke Unive rsity 
NEW BOOKS 
BIDWELL, P. W. Economic defense of Latin America. Am. looks ahead set. 
no. 3. (Boston: World Peace Found. 1941. Pp. 96. 50c.) 
Lewis, C. Nazi Europe and world trade, (Washington: Brookings Institution. 
1941. Pp. xi, 200. $2.) 
MADDOX, W. P., editor. America and Japan. Annals, vol. 215. (Philadelphia: 
Acad. of Pol. and Soc. Sci. 1941. Pp. 257. $2.50; $2, paper.) 
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Miter, D. You can't do business with Hitler. (Boston: Little, Brown. 1941 
Pp. 229. $1.50.) 

SCHUMAN, F. L. International politics; the western state system in transition 
3rd ed. (New York: McGraw-Hill. 1941. Pp. 758. $4.) 

SCHWARZ, S. Research bi international economics by federal agencies. Internat 
econ. handbook no. 2. Edited by Eugene Staley. (New York: Columbia Uniy 
Press. 1941. Pp. xxxix, 357. $1.75.) 

This convenient handbook devotes 150 pages to brief description of the 
various agencies of the federal government engaged in economic research 
135 pages to a survey of recent government research projects in the three 
fields of structure of national economy, structures of international economic 
organization and international economic relations; and 45 pages to a finding 
list of government publications. It will be a necessary vade mecum to econo- 
mists working in many different fields. The title of the book is misleading 
since the coverage is much broader than research activities directly concerned 
with international economics. The date of publication was too early to include 
in the finding list T.N.E.C. Hearings beyond volume 20, The preliminay 
list of T.N.E.C. monographs was used, so that titles 37 to 43 are incorrect. 


STAUDINGER, H. The future of totalitarian barter trade. Stud. on war and peace 
no. 7. (New York: Peace Research Project, Grad. Faculty of Pol. and Soc. Sc 
1940. Pp. 24. 25c.) 

TAMAGNA, F. M. Italy's interests and policies in the Far East. 1. P. R. in 
ser. (New York: Inst. of Pacific Rel. 1941. Pp. xiii, 91, $1.) 

WRIGHT, Q., LAUTERPACHT, H., BORCHARD, E. M. and Morrison, P. Lega 
problems in the Far Eastern conflict. 1. P. R. inquiry ser. (New York: Ins 
of Pacific Rel. 1941. Pp. xi, 211. $2.) 

Europe's trade; a study of the trade of European countries with each other ani 
with the rest of the world. League of Nations pub. (New York: Columbia 
Univ. Press. 1941. Pp. 116. $2.) 

This volume is the most complete statistical study of the part played by 
Europe in the trade of the world prior to the outbreak of the present war 
Special attention is paid to Europe's trade with the United States, the British 
dominions, India, and Europe’s overseas territories. This work is the firs 
publication to be prepared and issued in this country by the Economic Intelli 
gence Service of the League, part of which was established at Princeton, t 
carry on the work previously done at Geneva. 


J. C. Rocca 


Foodstuffs trade with Latin America. Trade oe ser. 214. (Washington 
Bur. of Foreign and Domestic Commerce. 1941. Pp. 55. 10c.) 

Foreign trade and hemisphere unity. Conf, board rep. (New York: Nat. In 
trial Conf. Board. 1941. Pp. 43.) 

Orders and regulations relating to foreign funds control: United States. (Basle 
Bank for International Settlements. 1941. Pp. 32.) 

Our world trade in 1940; value and volume of principal exports and im 
between United States and chief foreign oe (Washington: Chambe 
of Commerce of the United States. 1941. Pp. 3 

Trade of the United Kingdom with British shin and foreign countri 
annual statement, 1939, compared with years 1935-38. Vol. 1. Summaries 
import and export trade. (London: H. M. Stationery Office. 1941. 125. 6d.) 
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ow of Business Funds and Consumer Purchasing Power. By RUTH 
Mack. (New York: Columbia Univ. Press. 1941. Pp. xvii, 400. 
3.75.) 

\Worth-while books on corporation finance are rare; studies in this field 
which provide new factual material and which apply it to the broad prob- 
lems of economics are rarer still. This is such a book. It shows a familiarity 
with the financial: records of corporations which comes only from long 
first-hand study. It reveals an inquisitive mind which is original enough to 
be provocative but not so original as to lose contact with previous work in 
the field and with the facts. It exhibits nice craftsmanship throughout, not 
the least in the style and the mode of presentation. To call this book a 
pioneer effort would be going too far, since its methods, notably the source- 
ind-application-of funds technique, have been repeatedly applied in recent 
years. This study, however, proceeds further in this approach, both inten- 
sively and extensively, than anything that has been published to date. It is 
nlikely, too, that, amidst the rapid progress now being made in the field 
f corporate economics, either the factual material presented or its inter- 
pretation will stand for a long time. The studies now under way within 

Financial Research Project of the National Bureau of Economic Re- 
arch and the Survey of American Listed Corporations will produce similar 
statistical material covering either a much larger group of corporations or 
h longer period of time than Mrs. Mack could cover single-handed. 
until the results of these investigations are published and analyzed, 
Mack’s book will remain the main source of information on some 
rucial aspects of the behavior of our corporate economy. 

The book is divided into three parts, which differ in their sources and 
heir method of treatment. Chapters II to VI present the results of a statis- 

| study of selected items from the balance sheets and income accounts 
)4 large manufacturing corporations for the years 1934 through 1938, 
‘or a smaller number of corporations for 1932 and 1933. Most of the 
lata are taken from the reports made to the Securities and Exchange 
mission. Depreciation, operating reserves, non-operating income, prof- 

ts and retained income (the latter concept is regarded as the focus of the 
nalysis and defined to correspond roughly to net profits plus depreciation 

i reserve accruals) are discussed one by one and are followed by an 
nalysis of year-to-year changes in the financial and non-financial items in 
the balance sheet. The statistical analysis is based, in the main, on the ratios 

different items to sales, though numerous relationships between items 
introduced from time to time. The figures, however, are not subjected 
relation analysis which might have given somewhat more precision to 
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many relationships which are now left rather vague. It is not easy to deter. 
mine to what extent the findings of this part of the book are typical of al 
business enterprises. Comparison with the results of the Survey of Amer. 
can Listed Corporations, which is possible only for a few items, seems t 
indicate that the 54 companies covered in the study are fairly representatiye 
of large manufacturing corporations. 

Chapters VII and VIII summarize what the author has learned from 
interviews with officers of most of the 54 corporations, supplemented by : 
study of the existing literature, about the factors which determine the siz: 
and timing of depreciation allowances and the purchase of industrial equip. 
ment. This is probably the most interesting and valuable part of the book 
It is found that depreciation policy is characterized by conservatism and 
that successful companies try to write off as much as the Bureau of Internal 
Revenue will permit them to—two hardly unexpected conclusions. From 
the fact that retirements lag considerably behind depreciation allowance 
it is inferred that much fully depreciated equipment is in use at any time 
Depreciation accruals were sufficient “‘to finance not only replacement oi 
plant, but most of the improvement in process, changing customer deman¢ 
and increase in output required by the average company in established in: 
dustries,”” confirming a thesis recently advanced in the T.N.E.C. hearings 
Particular interest attaches to the discussion of the factors dominating the 
purchase of equipment. As the main tangible results, there appear th: 
conclusions (a) that equipment is typically replaced not because it \ 
physically worn out, but because it is expensive to run, and (b) that “except 
for brief periods of anticipation of perhaps a few months . . . compan 
officials waited for sales to materialize and often for them to have mate 
rialized for some time, before risking capital investment.” 

Chapters IX and X, finally, apply the empirical findings to some prob- 
lems, much discussed in recent years, of the flow of funds between the con- 
sumer, the industrial and the financial markets, and of the adequacy of thes: 
flows to maintain consumer purchasing power and to prevent depressio: 
This section may well be closest to the author’s heart but, to this reviewer a! 
least, it seems not quite as satisfactory and persuasive as the rest of the book 
This is not to deny that these chapters contain many interesting suggestions 
which well justify their testing against the experience of a larger numbe! 
of corporations and of a longer period of time, in accordance with the 
author’s commendable principle of concentrating attention on the “relation 
of individual decisions to the well-being of the economy as a whole.” 11 
analysis of these two chapters generally runs along lines made familia 
through recent writings of Currie and Hansen and the T.N.E.C. investig 
tions. The author’s main contribution, apart from a welcome concretization 
on a number of points, probably is the emphasis on the de facto importa 
of realized as opposed to anticipated demand for consumers’ goods in th 
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process of capital formation. This conclusion, which forms the main basis 
of the author’s plea for compensatory government spending, is worthy of 
attention because it has more foundation than many similar assertions. It 
will need considerable further confirmation, however, before being accepted 
as a decisive characteristic of the present-day American economic scene and 
a foundation stone of business cycle theory. 
R. W. GOLDSMITH 
ington, D.C. 


ancing and Hedging an Investment Plan. By WALTER E. LAGERQUIST. 
(New York: Ronald. Pp. xiv, 296. $3.50.) 
This is a book with which the experienced investor will feel at home. In 
a simple and direct way the author places his experienced finger on a num- 
ber of crucial forces which shape investment results. The list is a long one 
ind for the most part familiar. To the traditional risks arising from eco- 
nomic conditions, technological change, and managerial failures have been 
added those arising from the welter of regulatory, tax, labor, monetary, 
fiscal and other legislation which create new problems for the investor and 
bring, at best, the pains of adjustment. And now the war and post-war 
repercussions threaten to multiply these problems many fold. 
In this new world (the old is gone forever), the investor must become 
nciled to a lower return on his capital, and even of this he will have 
reasonable assurance only if a sound investment program is followed. Such 
1 program will not arise out of the employment of any ‘‘secret formula”’ 
from an intelligent and consistem application of already known in- 
vestment fundamentals. The author emphasizes the vital importance of: (1) 
n investment plan, carefully worked out to fit the needs of the individual 
(2) ample diversification, to guard against excessive losses that arise 
from the human impossibility of accurate foresight into the future; and 
3) continuous management, including changes in the proportions of the 
nvestment fund held in common stocks, long-term bonds, short-term bonds 
nd cash, during the different stages of the business cycle. Capital gains 
arising from this cyclical ‘‘trading’’ he emphasizes as necessary to offset the 
iosses that inevitably creep into any investment fund. 
The title probably implies a greater emphasis upon “hedging” in a nar- 
fow sense and the prescription of typical programs of investment than will 
d¢ found in the book. The chapters are grouped in four major divisions, 
iling with the economic and political background, the selection of secur- 
ties, cyclical balance, and estate planning, respectively. These divisions are 
more or less loosely tied together and the individual chapters bear evidence 
nat, as the author states, they evolved from technical bulletins prepared 
‘or his clients. The style is direct, crisp, and forceful. A few charts are 
provided to aid the reader, but footnotes, statistical tables, and long discus- 
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sions of involved points which might confuse or burden the reader are 
scrupulously avoided. The average reader will find that the analysis in the 
first three divisions is easy to follow. In the somewhat technical fourth 
division, dealing with estate and gift taxation, he will glean some useful 
ideas at the cost of some fairly hard digging. 

Among the more important conclusions of the author is his belief that 
high-grade bond prices are now vulnerable, because the artificially cheap 
money of the 1930's will eventually spell its doom just as it did in the 
1920's. Yields on such bonds will, however, be lower than those prevailing 
in former years. Long-term investments in common stocks, or anything 
else, the author believes to be folly in view of rapidly changing conditions 
He believes the ‘‘common-stock theory” to be based on “hind-sight” and 
“hand-picked” data. 

As a general treatment which emphasizes and correlates rather well- 
known principles, and brings them to bear upon the difficulties of present. 
day investment, the book has much to commend it. The author’s recom: 
mendations carry the forcefulness that flows from careful analysis and long 
experience. Whether they are sufficiently tangible to be put into practice i 
a question each reader must decide for himself. 

CHELCIE C, BOSLAND 

Brown University 


Common Stocks and Bonds as Long-Term Investments. By LEO SPURRIER 
Stud. in bus. admin., vol. XI, no. 2. (Chicago: Univ. of Chicag 
Press. 1941. Pp. vii, 91. $1.00.) 

This is the latest published series of comparisons between the investment 
outcome of hypothetical common stock and bond purchases. Unlike some 
of the earlier empirical studies (e.g., those of Smith and Van Strum) the 
author attempts to test the results of investing in the common stocks and 
bonds of the same companies. The periods chosen are 1912 to 1935 | 
tests) and 1923 to 1935 (9 tests). In only 4 of the 16 tests and in onl 
30 out of 128 individual comparisons did common stocks show larger te 
turns in the form of income and capital appreciation than did bonds, bit 
in those cases their superiority was so great that they showed better aggt 
gate results if all comparisons are combined. The author holds that hi 
findings support the “common stock theory,” a theory which he contencs 
has never been definitely proved, but which he believes wili hold true 
the future—partly because he expects rising commodity prices. 

A significant contribution of this study is that it makes possible mat 
cross-comparisons between the investment results of railroad, industri 
and public utility stocks and bonds. For example, not only is the frequent! 
demonstrated superiority of industrial and utility stocks over railroad stocs 
again confirmed, but the superiority of industrial and utility bonds ove! 
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milsoad bonds is definitely established. The results are stated in terms of 
lex numbers of year-to-year performance which combine capital appre- 
iation and income. 
Although some students of the common stock theory would be inclined 
to disagree with some of the author’s interpretation, all who have followed 
e statistical studies that have been released over a period of about twenty 
ears will find here a valuable addition to the literature because it makes 
use of a somewhat larger number of companies than is usual, because it 
nakes cross-comparisons possible, but principally because it brings these 
lies closer to the present time and is additional evidence of how largely 
mpirical results depend upon the assumptions underlying such com- 
parisons 
CHELCIE C. BOSLAND 
n Universit) 


ement Trading, Stock Market Prices and Profits. By FRANK P. 
SMITH. (New Haven: Yale Univ. Press. 1941. Pp. xti, 146. $2.50.) 
This rather short but suggestive and timely analysis of ‘‘insider”’ security 
sactions will appeal primarily to those who are concerned about the 
hat present restrictions on management trading in the stocks of their 
vn companies play in the current dull, thin, and anemic stock market. 
The author poses a number of questions about the volume, timing, and 
fitability of management trading and attempts to answer them by 
tudy of the statistical information that has been compiled since 1935. This 
ly is set against a background of the indictment of insider transactions 
wn from the familiar Senate Banking Committee and S.E.C. reports, 
nd the resultant provisions of the Securities Exchange act of 1934. 
Although the limited period of time (1935-39) and lack of complete 
nake conclusions uncertain, the author finds management trading 
absolute volume, but small relative to the volume of trading 
organized exchanges; that it has at least a partially stabilizing effect 
ck prices; and that insiders exhibited no unusual skill in making 
rofits from trading in the stocks of their own companies. He suggests that 
Section 16 of the act of 1934 (which restricts insider trading ) 
llen short of its anticipated benefits and that greater market con- 
and more stable markets might be expected to flow from increased 
terest in securities by insiders. 


1 


iuthor shows judicious restraint in drawing inferences from his 

ical findings, and although the questions raised probably cannot now 
y answered, readers will find here a clear, intelligent, and enlighten- 
ussion of an important problem in private finance. 


CHELCIE C. BOSLAND 
Un Universit y 
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The Business Corporation. By EDWARD SHERWOOD MEAD, David Bowen 
JEREMIAH, and WILLIAM EDWARD WARRINGTON. (New York: Ap. 
pleton-Century. 1941. Pp. xx, 680. $4.00.) . 

This is a revision of Mead’s Corporation Finance, first published in 191 
The revision is so complete, however, as fully to justify the change in title 

All texts in corporation finance are limited to the same basic materia! 
and so differ only in their arrangement of subjects, style of writing, meth- 
ods of presentation, and emphasis. This book of forty-four chapters ade. 
quately covers the traditional material, but it also treats several matters not 
always included in the orthodox presentation. For example, there is a chap- 
ter devoted to forms of business other than the corporate, one given t 
leases, one to budgets, and one to actual corporate liquidation. The chapters 
treating mortgages, trust indentures, and corporate endorsements and guar 
antees are especially noteworthy. The book contains a good summary of all 
of the recent legislative acts that affect corporate practice. 

An outstanding characteristic of the book is its emphasis on the changes 
in financial methods introduced in the last ten years, and it abounds with 
interesting practical illustrative material drawn from recent history. At vari: 
ous points the authors have applied economic analysis to the solution of 
corporate problems and policies, but the book as a whole wisely remains 
predominantly practical in approach, rather than theoretical. Industrial 
public utility, and railroad finance all receive a well-balanced treatment 

Certain minor criticisms are possible. It contains no diagrammatic aids t 
the student such as are found in Gerstenberg and Burtchett. On controversial 
issues the authors present the arguments of both sides impartially, but 
reveal their conservative leaning by phrases inserted here and there in the 
discussion such as, “Much can be said for this viewpoint.”” There is also a 
noticeable tendency to laud the exploits of the captains of industry, par- 
ticularly those of Henry Ford. It is doubtful if accountants will agree with 
the method of accounting for betterments described by the authors on pages 
365-366 or with their statement (p. 367) that a reserve for depreciation 's 
not essential if a plant is owned by a single person or by a very few 10 
dividuals. 

As a whole, the revision is well done and the book merits a rating with 
the four or five leading textbooks of the subject. In any case, it is certain 
that the student who reads this book will know corporation finance if he 
remembers what he has read. The same cannot be said of all the finan 
texts now on the market. 

WILFORD J. EITEMAN 

Duke University 

NEW BOOKS 

Curry, O. J. Utilization of corporate profits in prosperity and depri 

Michigan bus. stud., vol. ix, no. 4. (Ann Arbor: Univ. of Michigan. ! 

Pp. 131. $1.) 
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A useful statistical study which raises pertinent questions about the possi- 
ty of using corporate savings from prosperous years to support wage and 
lend payments during lean years. 


y. R. J. W. National bank stock as investment. Univ. microfilms no. 54. (Ann 
Arbor: Univ. of Michigan Microfilms. 1941. Pp. 283.) 
N, D. F. Investments. 4th rev. ed. (New York: Prentice-Hall. 1941. Pp. 
75; $3.50, school edition.) 
, E. E. Applied business finance. Sth ed. rev. (New York: McGraw- 
1941. Pp. xxxvil, 948. $4.50.) 
M. A. Life insurance and the democratic state. Barbara Weinstock 
res on mordls of trade. (Berkeley: Univ. of California Press. 1941. 
50. $1.) 
and Key, A. M. College and university courses in insurance 
elated subjects; a survey. (Philadelphia: Am. Coll. of Life Underwriters. 
Pp. 36. 35c.) 
]. W., and others. Problems of the insurance buyer. Insurance ser., no. 
ew York: Am. Management Assoc. 1940. Pp. 63. $1.25.) 
hy J. Las sociedades de participaciones financieras, (Montevideo: 
36.) 
iS, c. The issuance and distribution of corporate securities under the 
neg regulation. Univ. microfilms no, 209. (Ann. Arbor: Univ. of 
higan Microfilms. 1941. Pp. 676.) 
ind Exchange Commission: annual report for fiscal year ended June 
(Washington: Supt. Docs. 1941. Pp. 381. 35c.) 
. Decisions and reports; vol. 7, part 1, April 1, 1940-]June 30, 1940. 
igton: Securities and Exchange Commission. 1941. Pp. 640. 65c.) 
Base 1, Securities act of 1933 as amended ; title 2, Corporation of 
mndholders act, 1933. (Washington: Securities and Exchange Com- 
ion pes Pp. 41. 10c.) 
\lso includes provisions of federal laws relating to Securities act of 1933 
nded, which was issued in 1936 as a separate publication. — 


tables from New York insurance report, 1941, (Albany: New York 

e Dept. 1941. Pp. 163.) 

‘ American listed corporations. Part 1. From data collected by WPA, 
ponsored by Securities and Exchange Commission. (Washington: Securities 
nd Exchange Commission. 1940, Pp. xi, 347, mimeographed. ) 

f American listed corporations: reported information on selected defense 
‘ries. Vol. VI. From data collected on WPA projects sponsored by Securi- 
es and Exchange Commission. (Washington: Securities and Exchange Com- 

1940. Pp. 381.) 
iXa ; ing life insurance, life insurance trusts and annuities: 1941 ed. 
(N York Prentice-Hall. 1941. Pp. 167. $1.) 
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Economic Causes of War. By LIONEL RosBINs. (New York: Macmil- 
lan. 1940. Pp. 124. $1.35.) 
ult to disagree with the main theses of this brief but compre- 
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hensive essay, so eloquently and forcefully are they argued. They may by 
reduced to three. The first, negative in nature, asserts that the leading cur- 
rent theories of imperialism are inadequate to explain modern wars. The 
underconsumption theory fails woefully in its logic, while the Marxian ex. 
planation, running in terms of the investment pressures of finance capital. 
ism, Professor Robbins finds inadequate in meeting the critical test of 
history. Certain isolated cases of diplomatic friction and war may, he con- 
cedes, be attributed in large part to financial conflict, though this cause js 
inadequate to serve as a general explanation. 

The second major thesis asserts the basic cause of war to be the existeng 
of independent national sovereignties. In a world in which war is possible 
the effort to conserve or increase the power (largely economic) of sovereign 
states makes international conflict inevitable. And while, on occasion. the 
struggle for power may be on an aggressive level (as with nazi aggrandise 
ment), it is most frequently undertaken as a defensive measure—to cou 
teract the restrictionism of other states, itself a product of the sinister 
interests of private pressure groups. 

The solution, Professor Robbins urges in his third main argument, is the 
abolition of nationalism by the creation, first of a federation of Europeat 
states, eventually of a world union. 

This little book should be widely read, for it provides a refreshing clari- 
fication of issues of great current interest, as well as a useful prolegomena 
to any discussion of reconstruction after the present war. 

P. T. ELLSwortH 


University of Cincinnati 


Big Business, Efficiency and Fascism: An Appraisal of the Efficienc) 
Large Corporations and of Their Threat to Democracy. By KEMptt 
SIMPSON. (New York: Harper. 1941. Pp. x, 203. $2.50.) 

“This book is a plea for the revival of competition in business, witho 
which . . . the problem of unemployment cannot be solved in our den 
cratic competitive economy.” Since “big business consciously or unc 
sciously restricts the emergence or progress of medium-sized or small bus 
ness, . . . it contributes to unemployment. And continuing unemployment 
means a permanent relief roll or fascism’’ (from the Preface). 

The first third of the book (Part I) is largely devoted to this thesis. The 
remaining two-thirds summarizes the Federal Trade Commission's in\ 
tigation (recently published as T.N.E.C. monograph no. 13) of the rel: 
tive costs and rates of return of plants and companies of different size 1 1 
number of industries. This material, which the Commission compiled from 
various industry cost studies made over the last thirty years, indicates thx 
the largest companies and plants did not typically have the lowest costs 
highest rates of return in the industries covered. 
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Mr. Simpson uses this finding to reassure us that big business can be 
made smaller without loss of efficiency. But his main concern is apparently 
the problem of unemployment, which cannot be solved unless our 
ot giant concerns are supplanted by sraall and ‘‘medium-sized”’ firms. 
he economic system must be made more competitive. 

his is as far as the author gets with his main argument. He neither 
efines competition nor tells us how much of it he wants—except that it 
must be more than we now have. Nor does he explore how and under what 
; a system made up of fewer very large concerns might yield a 
sher or more stable level of employment. There is no indication that he 
eks ‘atomistic competition,” but he ignores the imperfections of competi- 

ind the hindrances to employment that exist in any system short of 

leal. The reviewer has no desire to defend big business. He, too, be- 
that there are seeds of fascism in the present American business 
ene. But is the answer to be found merely in making big business some- 
t less big? Mr. Simpson has stated a thesis. The first part of his book 
s far short of proving it on the analytical level, while the factual part 
f the book dealing with costs, though useful, is largely irrelevant to his 


R. A. GORDON 
y of California 
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d or freedom: the vital blockade. Am. in a world at war ser. 
rk: Farrar and Rinehart. Pp. 32. 10c.) 
H. Patent fundamentals. (Brooklyn: Chemical Pub. 1941. Pp. 305. 


Antitrust law enforcement. (Washington: Am. Council on Public 
1940. Pp, 32. 25c.) 
H. W. United we stand! defense of the western hemisphere. (New 
M Graw-Hill. 1941. Pp. 374. $3.) 
B. M. American industry in the war; a report of the War Industries 
March, 1921). (New York: Prentice-Hall. 1941. Pp. 510. $5; $3.75, 
10n. ) 
A. Public policy and the general welfare. Am. govt. in action ser. 
‘ork: Farrar and Rinehart. 1941. Pp. xii, 176. $1, college edition; 
1e. ) 
C. S. The new centralization; a study of intergovernmental rela- 
» the United States. Am. govt. in action ser. (New York: Farrar 
rt. 1941. Pp. xii, 181. $1, college edition; $1.50, trade.) 
W. Some experiences of economic control in wartime. Barnett 
pers. (New York: Oxford. 1941. 40c.) 
S., and others. Economic mobilization, (Washington: Am. Council 
Affairs, 1940. Pp. 43. 75c.) 
F., HUxLey, J. and CRowTHER, G. After peace, what? Codp. 
2, no. 1, (Norman, Okla.: Codperative Books, 1941. Pp. 27. 50c.) 


mber 
av 
ay 
pit 
ct of 
USE IS 
CENCE 
eh 
reig 
1, tl 
VIS 
1d 
nister 
1S t 
n argument. 
TH 
3 
( $4) 
MPI 
n 
7" 


652 Reviews and New Books [ September 


Brovik, B. Sea power in the machine age. (Princeton: Princeton Univ, Press 
1941. Pp. viii, 466. $3.75.) 

CHERNE, L. M., and others, editors. Business and defense codrdinator. (Ney 
York: Research Inst. of Am. 1941. $80 per year, loose-leaf.) 

Corwin, E. S. Constitutional revolution, ltd. (Claremont, Calif.: Claremon: 
Colleges. 1941. Pp. ix, 121. $2.) 

Three lectures delivered under the auspices of Claremont Colleges, Pomon 

College and Scripps College: ‘Judicial choices in constitutional interpreta. 
tion” ; ‘The New Deal comes to the Supreme Court” ; “Dissolving concepts 


Cu.ver, D. C., compiler. Administration and organization in wartime in th 
United States; a bibliography. P. A. S. ser., no. 71. (Chicago: Public Admin 
Serv. 1940. Pp. 17. 50c.) 

EARLE, E. M. Against this torrent. (Princeton: Princeton Univ. Press. 1941 
Pp. 73. $1.) 

FAInsop, M. and GorDON, L. Government and the American economy. (New 
York: Norton. 1941. Pp. xvii, 863. $3.90, text edition.) 

FINER, H. and others. The effect of the blitzkrieg on the economic order. Round 
table broadcast, no. 164. (Chicago: Univ. of Chicago Press. 1941. Pp. 26 
10c.) 

FRASER, C. E. and TEELE, S. F., editors. Industry goes to war; readings 
American industrial rearmament. (New York: McGraw-Hill. 1941. Pp. 13 
$1.50.) 

Contains papers on ‘Mobilizing industry for war,’ by Brigadier Gener! 
Harry K. Rutherford; “Guns and butter,” by J. Philip Wernette; “Gearing 
a business for national defense,” by Marvin Bower; ‘‘Food in a world at war, 
by Joseph S. Davis; ‘Minerals and war,’ by Paul M. Tyler; “Wheels for 
defense,” by Robert F. Black; “Wartime labor productivity,” by Edwin ( 
Robbins; ‘Defense ‘lending’: 1918 and 1941,” by John D. Glover; “Nego- 
tiated contracts,” by Charles I. Gragg; “Present status of priorities,” by Joh: 
H. Martin; “Buying Latin American loyalty,” by J. Anton de Haas. 


GRAHAM, G. A. Education for public administration; graduate preparation | 
the social sciences at American universities. Soc. Sci. Research Council stud 
in admin., vol. 11. (Chicago: Public Admin. Serv. 1941. Pp. 366. $3.50.) 

KEMLER, E. The deflation of American ideals; an ethical guide for New Dealer 
(Washington: Am. Council on Public Affairs. 1941. Pp. 184. $2.) 

Koontz, H. D. Government control of business. (Boston: Houghton Mitilin 
1941. Pp. xi, 937. $4.50.) 

PENNOCK, J. R. Administration and the rule of law. Am. govt. in action set 
(New York: Farrar and Rinehart. 1941. Pp. xii, 259. $1, college edition 
$1.50, trade.) 

REUTHER, W. P. 500 planes a day; a program for the utilization of the automo- 
bile industry for mass production of defense planes. (Washington: Am 
Council on Public Affairs. 1941. Pp. 16. 25c.) 

ScoccIN, M. C., compiler. Books for defense courses; a list of titles supples 
to classes in defense industries in New York schools, (New York: New Yor 
Public Lib. 1941. Pp. 10. 10c.) 

STASSEN, H. E., and others. What should labor and industry contribute to: 
tional defense? America’s town meeting of the air bull., vol. 6, no. 19. (Ne 
York: Columbia Univ. Press. 1941. Pp. 34. 10c.) 
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P. and Mort, P. R. Centralized vs. decentralized government in 
democracy. (New York: Bur. of Pubs., Teachers Coll., Columbia 
Pp. vu, 69. 7 5c.) 
, J. P. Our war and our peace. (New York: Farrar and Rinehart. 
p. 250. $1.75.) 
M. Battle for the world; the strategy and diplomacy of the Second 
War. (New York: Modern Age Books. 1941. Pp. 403. $3.) 


th inistration and organization in wartime in the United States: a bibliography. 
p. A. S. ser., no. 7. (Chicago: Public Admin. Serv. 1940. dy 17. 60c.) 


rative procedure in government agencies; monograph of the Attorney 


ral Com nittee on Administrative Procedure, in 14 parts: Part 1. Ad- 
tration of the Fair Labor Standards act of 1938, Wage and Hour Divi- 


n, Children’s Bureau. Part 2. War Department. Part 3. Social Security 
wd, Part 4. Railway Labor, the National Railroad Adjustment Bo. ard, the 


, tional Mediation Board. Part 5. National Labor Relations Board. Part 6. 


| Aeronautics Authority. Part 7. Department of the Interior. Part 8. 
1 States Employees’ Compensation Commission. Part 9. Administration 
il revenue laws, Bureau of Internal Revenue, Board of Tax Appeals, 
Tax Board of Review. Part 10. Bituminous Coal Division, De- 
t the Interior. Part 11. Interstate Commerce Commission. Part 12. 
leral Power Commission. Part 13. Securities and Exchange Commission. 
t 14 Administration of the customs laws, United States Tariff Commission, 
f Customs, (77th Cong., 1st sess., Sen. doc. 10.) (Washington: 
_ 1941, Pp. 85, 20, 59, 25, 37, 82, 70, 56, 84, 56, 106, 40, 136, 72. 
10c, Sc, 10c, 15c, 15c, 10c, 15c, 10c, 15c, 10c, 15c.) 
f hee states, 1941-42. Vol. 4. (Chicago: Council of State Govern- 
1. Pp. xii, 423. $3.50.) 
tish commonwealth at war. Round table war pamph. no. 4. (Toronto: 
millan. 1941. Pp. 25. 10c.) 
feder. - regulations: 1939 supplement, including presidential proclama- 
ind executive orders, titles 1-25. (Washington: National Archives, Fed- 
Register 1940. Pp. 1598. $3.) 
t (H. R. 1776) to further promote the defense of the United States, 
for other purposes. Approved March 11, 1941. (77th Cong., Public Law 


|.) (Washington: Sapt. Docs. 1941. 5c.) 


Known as the Lease-Lend act. 
“not by arms alone’; a reading list of recent books on the democratic 
itarian points of view in government. (New York: New York Public 
Pp. 3. Sc.) 
problems of national defense: a symposium. Indiana business reports, 
(Bloomington, Ind.: School of Business, Indiana Univ. 1941. Pp. 214. 


; how shall we pay the bill? Democracy in action, no. 4. (New 
Counc ‘cil for Democracy. 1941, Pp. 41. 10c.) 
ts issued from the United States Patent Office, 1940, (Washing- 
U.S Dept of Commerce, Patent Office. 1941. Pp. 1255. $4.) 

f trade-marks issued from the United States Patent Office, 1940. (Wash- 

n U. S. Dept. of Commerce, Patent Office. 1941. Pp. 469. $3.) 
relating to national defense enacted during the Seventy-sixth Congress 
1939-October 14, 1940.) (Washington: Supt. Docs, 1941. Pp. 231. 
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Peace aims: eighth Fortune round table, February 14-16, 1941, Princeton, Ney 
Jersey. (New York: Time. 1941. PP. 20. 20c.) 

Preliminary inventory of the War Industries Board records. (Washington: Nj. 
tional Archives. 1941. Pp. xvii, 134, mimeographed. ) 

Total defense. (Washington: Am. Council on Public Affairs. 1940. Pp. 15. 10 
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NEW BOOKS 


FeILer, A. The worship of bigness. Stud. on war and peace. (New York: Pea 
Research Project, Grad. Faculty of Pol. and Soc. Sci. Pp. 11. 25c.) 

LACHMANN, K. The Hermann Goring works. Stud. on war and peace. (Nes 
York: Peace Research Project, Grad. Faculty of Pol. and Soc. Sci. Pp. 17. 25: 

MARSHALL, H., editor. The business encyclopedia. (New York: Garden City 
1941. Pp. 532. $1.) 

PETERSEN, E, and PLOWMAN, E. G. Business organization and management 
(Chicago: Richard D. Iwin, 1941. Pp. xv, 691. $4.) 

Zu TAVERN, A. B. Business principles. (S. Pasadena: Commercial Textbool 
1941. Pp. 604. $2.) 

Business education for what? Proceedings of the University of Chicago confer 
ence on business education, 1940, (Chicago: Univ. of Chicago Press, 1941 
Pp. 97. $1.) 

History and facilities of the Bureau of Business Research, University of Als 
bama. Multilithed ser., no. 3. (University, Ala.: Univ. of Alabama Bur 
Bus. Res, 1941. Pp. 113.) 

Research—a national resource. Vol. 2. Industrial Research. Report of the Na 
tional Research Council to the National Resources Planning Board. (Wash 
ington: Supt. Docs. 1941. Pp. xi, 369. $1.) 
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NEW BOOKS 

BREWSTER, A. J. and PALMER, H. H. Introduction to advertising. 4th ed. (Nev 
York: McGraw-Hill. 1941. Pp. 540, $2.50.) 

GREEN, T. S., JR. Liguor trade barriers; obstructions to interstate commer 
wine, beer, and distilled spirits. Pub. admin. serv. ser., no, 70. (Chicago: Pui 
lic Admin. Serv. 1940. Pp. 34. 60c.) 

HoFrFrMAN, G. W. Grain prices and the futures market; a fifteen-year 
1923-1938. Technical bull. no. 747. (Washington: U. S. Dept of Agni 
1941. Pp. 77. 10c.) 

Howe LL, L. D. Cotton-price relationships and outlets for American cotton. Tec 
nical bull. no. 755. (Washington: U. S. Dept. of Agric. 1941. Pp. 40. 5c) 

Lurtic, W. The automobile loan business, (New York: Business Information 
Serv. Bur. .1941. Pp. 173. $3.50.) 

McNair, M. P. Operating results of department and specialty stores in ! 
Bur. of bus. res. bull. no. 113. (Cambridge: Grad. School of Bus, Acmin 
Harvard Univ. 1941. Pp. 40. $2.50.) 

REYNOLDS, R. V. and Pierson, A. H. Lumber distribution and consumption 0 
1938. Misc. pub. no. 413. (Washington: U. S. Dept. of Agric. 1941. Pp. % 
15c.) 
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H. The marketing of used automobiles, (Columbus: Bur. of Bus. 


Ohio State Univ. 1941. Pp. xv, 290. $3.) 
ind grain futures acts, commodity exchange and warehouse acts, and 
relating thereto, (Washington: Supt. Docs. 1941. Pp. 173. 15c.) 


‘ontains laws from 64th to and including the 76th Congress. 


tal marketing barriers. Law and contemporary problems, vol. 8, no. 2. 


m: Duke Univ. Press. 1941. PP. 207. $1.) 
ly commercial atlas and marketing guide. 72nd ed. (Chicago: Rand, 


1941. Pp. 546. $36, per year.) 
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P. T. Reconnaissance of gold-mining districts in the Black Hills, South 
Bureau of Mines bull. 427. (Washington: Supt. Docs. 1940. Pp. v, 
) 
FspacH, R. H. and NicuHo ts, H. D. Petroleum and natural-gas fields in Wyo- 
eau of Mines bull. 418. (Washington: Supt. Docs. 1941. Pp., 185. 
vith maps.) 
L. Cork and the American cork industry. Rev. ed. (New York: 
rk Inst. of Am. 1941. Pp. 151. $1.50.) 
,DNER, E. D. and Mosier, McH. Open-cut metaling. Bureau of Mines bull. 
(Washington: Supt. Docs. 1941, Pp. vi, 176. 40c.) 
H. Der Schweizerische kohlenhandel. (Basel: Miinster. 1941. Pp. xvi, 
Fr. 10.50.) 
nNEDY, E. D. The automobile industry, the coming of age of capitalism's 
rite child. (New York: Reynal and Hitchcock. 1941. Pp. 333. $3.50.) 
NN, K. War and peace economics of aviation. Stud. on war and peace, 
(New York: New School for Soc. Research. Pp. 12. 75c.) 
N, D. D. Done in oil; the cavalcade of the petroleum industry from a prac- 
é vic and financial standpoint. (New York: Ranger Press. 1941. 
1084. $10.) 
IRE, C. W. Economics of the community bonus with special reference to 
i boot and shoe industry. Univ. microfilms no. 218. (Ann Arbor: 
f Michigan Microfilms. 1941. Pp. 332. $4.15.) 
American influence in Canadian mining. Pol. econ. set., no. 9. 
Univ. of Toronto Press, 1941. Pp. xx, 144. $2.25.) 
D. Printers and printing. (Cambridge: Harvard Univ. Press. 1941. 
$? ) 
T. P. Aircraft production and national defense. Am. in a world at 
(New York: Farrar and Rinehart. 1941. Pp. 32. 10c.) 
tory. (Pittsburgh: Aluminum Co. of America. 1940. Pp. 44.) 
y and wall tiles: study of production and trade in earthen floor and 
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ictors essential to tariff considerations. United States Tariff Commis- 
il, 2nd ser. (Washington: Supt. Docs. 1941. Pp. 158. 25c.) 
and figures. 7th ed. (New York: Am. Petroleum Inst. 1941. 
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sion, Tulsa, Oklahoma, January 11, 1941, (Tulsa: Mid-Continent Oi! and 
Gas Assoc. 1941. Pp. 20.) 

Census of manufactures: reprint of Part 1 of the biennial census of manufacture 
for 1937, chapters 1, 2, 4, 5, and 6 (with corrections). (Washington: U, 5 


Dept. of Commerce, Bureau of the Census. 1941. Pp. 1-41; 1329-1674. 35) 

Statistical summary of mineral production (general United States summary and 
detailed production by states), (Washington: U. S. Dept. of Interior, Bure, 
of Mines. 1940. Pp. 46. 10c.) 


Transportation; Communication; Public Utilities 


Power in Transition. By ERNEST R, ABRAMS. (New York: Scribner. 1940 
Pp. 318. $3.00.) 

‘Power in Transition’’ is the first book to catalog the major power proj: 
ects financed by the federal government. Systematically it describes their 
physical and economic aspects, and then seeks to appraise them, particularl; 
as they affect privately owned electric power utilities. The central theme 
stated in the opening chapter is that the federal government is seeking to 
destroy the property values of private electric utilities by subsidized compe- 
tition. Prevented from reducing rates by the sacrosanct doctrine of fair value, 
it now seeks to reduce property values and rates by the indirect means of 
regulation by competition. Mr. Abrams concludes that this excursion against 
private ownership “‘strikes at the very foundations of our privately owned 
electric power and light industry, and casts a doubt on the ultimate integrity 
of our whole economic system” (p. 298). Particularly, the entire electric 
power industry faces socialization; such socialization may possibly be ex- 
tended to heavy industries; and federal jurisdiction may ultimately engulf J 
all intra-state economic activities. 

For the economist, this book is most useful as a convenient catalog of 
the historical, physical and financial aspects of the larger public power 
projects, including those which have not been well publicized, such as the 
Lower Colorado River Authority or the Santee-Cooper Project. It is als 
useful in the sense that it provides a roster of the objections to the various 
public power projects, and an eloquent brief of the private utility industry 
against the New Deal public power program. But unfortunately the book 
does not contain a balanced recital of the evidence nor an unbiased appraisa 
of it. True, a great number of individual facts are presented; so many, and 
often of so little importance in a volume of this sort, that they are obviousl} 
intended to convince the lay reader by sheer weight. While the range ' f 
evidence is fairly complete, the facts tending to support a given enterprise 
are given short shrift, whereas those condemning it are cited at greater 
length. Very little evidence is cited, however, on the actual effects of the 
public projects upon the investors in the private utility enterprises saic 
be adversely affected by the public projects. 
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Mr. Abrams’ conclusions are that some of the power projects should not 
have been begun, some will become self-sustaining in time, and others will 
be only partially self-supporting. The financial and rate aspects of many 
orojects are said to have been affected more by ‘‘political expediency’’ than 
by sound economic considerations. In the main these projects are said by 
Mr. Abrams to create a large excess of generating capacity within their 
market areas, which will be disposed of, if at all, by sale to the existing 
ustomers of established utilities at subsidized yardstick rates with which it 
s impossible for private enterprises to compete. At every turn, an out- 
ropping of argument, an oblique comment, an apt turn of phrase, a quota- 

n of opinion from a biased critic paraded as a learned pronouncement of 
fact, color the facts. 

Space and time forbid a point by point bill of particulars in review of 
Mr. Abrams’ facts and conclusions. Undoubtedly, however, a more impar- 
tial analyst, seeking to ascertain whether the power resources of the country 
have been more economically utilized under public ownership than under 
vate enterprise, would come to conclusions probably far different in many 


pil 


cases, and certainly far less preconceived and absolute than those of Mr. 
Abrams. An impartial review would not necessarily “whitewash” all public 
projects. But it would not start with the assumptions that private enterprises 
have a perpetual vested right in the “earnings value’ of property—value un- 
touched by any effective administrative regulation, state or federal, or that 


lic works construction during depression is merely a way of subsidizing 
projects, or that power should bear all or most of the joint costs 
fa multiple purpose project. 
HUuBERT F. HAVLIK 
Columbia University 


lic Utility Economics. By C. Woopy THOMPSON and WENDELL R. 
SMITH. (New York: McGraw-Hill. 1941. Pp. ix, 727. $4.50.) 

In the field of public utilities the time is ripe for a textbook that will take 

account the many important developments since the advent of the 

Roosevelt administration. Widespread adoption of this excellent book by 
Professors Thompson and Smith may, therefore, safely be predicted. 

The work is divided into four parts. Part I treats of fundamentals: the 
place and importance of public utilities, their history, nature, economic 
haracteristics, organization and financing. Part II describes the agencies of 

ulation: franchises, state and federal commissions, and commission tech- 
niques. Part III discusses the primary problems of regulation: rates, service, 
securities, and holding companies. Part IV deals with special problems: 
marketing, decline of the street railway, taxation, sural service, public own- 
crship, and public power projects. Some of the chapters, especially those on 
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marketing and taxation, could well have been omitted; and other topics, 
notably the fair rate of return and security regulation, should have been de. 
veloped more fully. 

The fundamental assumption underlying the book is the existence of 
private ownership and operation in all fields except water supply. Though 
the authors do not particularly fear public ownership, they favor private 
enterprise, because they believe it is more conducive to the promotion of 
rapid techr ological change and because they prefer to let it bear the risks of 
“social obsolescence.” They qualify their expressed preference for private 
ownership by saying that they would favor public ownership, despite its 
risks, if the public utility executives show a disposition to sabotage the regu- 
latory process. 

Assuming private ownership, the authors in an outspoken manner set 
forth their views on utility problems. They believe that the purpose of regu- 
lation is to approximate the competitive principle of price fixing. In the field 
of valuation their choice is “‘cost of reproduction of a substitute plant,” and 
in the field of depreciation they advocate depreciation accounting rather than 
retirement accounting. They oppose competition, including public competi- 
tion, which they characterize as an admission of inability to control eco- 
nomic monopoly and as an attempt to solve the problem by an uneconomic 
process. They oppose tax exemption of publicly owned plants and high rates 
as a means of reducing the tax burden. Although sympathetic to public 
power projects, they maintain that their use as yardsticks is indefensible 
and that it is futile to seek a solution of the problem of allocation of joint 
costs. 

The reviewer, though not in agreement with the authors at all points, re- 
gards their treatment, generally speaking, as liberal and sane. 

ELIOT JONES 


Stanford University 


Regulation of Pipe Lines as Common Carriers. By WILLIAM BEARD. (New 
York: Columbia Univ. Press. 1941. Pp. x, 184. $2.00.) 

This book deals with the development of the “common carrier’ concept 
in so far as it has been used by the states and the federal government to 
regulate pipe lines. With the exception of two privately published works 
this is the first systematic study that has been made of this most important 
topic. The author points out the various ways that pipe lines may become 
common carriers. The diversity of jurisdiction and the weaknesses in the 
‘‘intrastate’”’ and “‘interstate’’ classification are discussed. Two chapters att 
devoted to a discussion of regulation by state utility commissions and the 
Interstate Commerce Commission of rates and services of pipe lines under 
the common carrier provision. Proposals for and against segregating pip 
lines from other divisions of the oil industry are presented. The question o! 
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rdinating pipe lines with other means of transportation is also con- 
dered. A chapter on summary and conclusions completes the work. 
The author’s general conclusions are: (1) regulation of pipe lines under 


f pipe lines with other transportation agencies by a regulatory policy 
| on theories of valuation, operating costs, and fair return on properties 
possible (p. 147); and (3) integration in the oil industry should be 

-acouraged, and the entire industry from production to marketing should be 
egulated as a public utility (pp. 160-173). Some readers will question the 
s conclusion that blanket regulation of the entire industry is the best 
alternative, especially since he shows that regulation of one phase of the in- 

stry—pipe lines—has been anything but successful. 
ertain phases of the work could have profitably received more emphasis. 
The recent decision of the Interstate Commerce Commission (Docket No. 
is of sufficient importance to justify more than a single reference 
67); the one paragraph (p. 154) devoted to the problem of concentra- 
control over oil pipe lines will be disappointing to those students 
| in this question; six pages on pipe-line earnings (pp. 75-81) are 
1eral nature. The author’s statement (p. 78) that low capitalizations 
plain the high rates of return is misleading. Low capitalizations would not 
) lain the excessive rates of return on net investment; nor would they ex- 
lain the high rates of return on the Interstate Commerce Commission valu- 

s presented in Docket No. 26570. 
igh the author is convinced of the economies of integration and he 
that‘... where codrdination is thorough, the big integrated business 
ply refined products at a very low cost” (pp. 161-162), he gives no 
prove his point. To say “marketing outlets can be organized ac- 
ling to some orderly design” (p. 161) is not to the point and merely 
juestion as to what is ‘orderly design.” 
Only slight reference is made to the material on pipe lines gathered by 
e T.N.E.C., and no mention whatsoever is made of the work of Pro- 
r George W. Stocking. More factual material and a bibliography would 
| the value of the work. 
Roy A. PREWITT 
uri State Teachers College 


NEW BOOKS 


\. E. Outline of air transport practice. (New York: Pitman. 1941. 
$4.50.) 
H. Municipal trading. (London: Allen and Unwin. 1941. 16s.) 
R. H. Railroad competition and the oil trade, 1855-1873. (Mt. Pleasant, 
Extension Press, Central States Teachers Coll. 1941. Pp. x, 451.) 
P. H. Railways and the equipment and supply industry. 2nd ed. 
(Chicago: Railway Business Assoc, 1941. Pp. 142. $1.) 
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——. Railways and public opinion; eleven decades. (Chicago: Railway 

Business Assoc. 1941. Pp. 169. $1.) 

NicHoLs, C. E. Nichols standard railroad textbook. (Portland, Ore.: Railroad 
Textbook. 1941. Pp. 407. $7.50.) 

PARMELEE, J. H. A review of railway operations in 1940. Special ser. no, 7 
(Washington: Bur. of Railway Econ., Assoc. of Am. Railroads. 1941. Pp, 4.) 

Administrator of the Rural Electrification Administration; annual report for 
1940. (Washington: Supt. Docs. 1941. Pp. 54. 10c.) 

Aeronautical statutes and related material, the Civil Aeronautics acts of 1935 
and other statutory provisions relating to civil aeronautics together with R 
organization Plans No. 3 and 4, certain other non-statutory material affecting 
civil aeronautics. (Washington: Civil Aeronautics Authority. 1940. Pp. 162 
15c. ) 

Civil air regulations. Part 61. Scheduled air carrier rules (interstate) as amendes 
to January 1, 1941. (Washington: Civil Aeronautics Board. 1941. Pp. 27. 5 

Convent on telecommunication between the United States of America and oi) 
powers, signed at Madrid, December 9, 1932. Treaty ser. (Washington: U. § 
State Dept. 1941. Pp. 60. 10c.) 

Decisions of the Interstate Commerce Commission of the United States. Vol. 22 
Motor carrier cases, February-May, 1940. Vol. 23. Motor carrier cases, May 
June, 1940. Vol. 237. January-March, 1940. Vol. 239. (Finance rep 
January-April, 1940. (Washington: Interstate Commerce Commission. 194 
Pp. 986, 969, 896, 873. $1.50; $1.75; $1.50; $1.50.) 

Federal Power Commission laws, and hydroelectric power development lau 
(Washington: Supt. Docs. 1941. Pp. 135. 15c.) 

Investigation of railroads, holding companies, and affiliated companies: hearin, 
75th Cong., 3rd sess., pursuant to S. Res. 71 (74th Cong.). Part 24. Su 
and Company; Armour and Company; packer relations with various railroad 
(Washington: Supt. Docs. 1941. Pp. Ixx, 10691-10987.) 

Laws relating to navy and commerce air service, and miscellaneous air lau 
(Washington: Supt. Docs. 1941. Pp. 171. 15c.) 

Motor carrier safety regulations (revised), including orders issued through } 
vember 4, 1940. (Washington: Interstate Commerce Commission, Motor Ca 
riers Bur. 1941. Pp. 113. 20c.) 

Radio laws of the United States (June 24, 1910-June 25, 1940.) (Washington 
Supt. Docs. 1941. Pp. 119. 15c.) 

Report on chain broadcasting. (Washington: Federal Communications Com 
sion. 1941. Pp. 153. 30c.) 

Rules and regulations, title 47, telecommunication, chapter 1. Patt 31. Unij 
system of accounts, class A and class B telephone companies, effective Jans 
1, 1937 (revised to October 25, 1940). Part 32. Units of property class A 
and class B telephone companies, effective January 1, 1937. (Washingto: 
Federal Communications Commission. 1940. Pp. 105. 15c.) 

St. Lawrence survey. Part 2. Shipping services on the St. Lawrence River Pat 
6. Economic effects of the St. Lawrence power project. (Washington: U.5 
Dept of Commerce. 1941. Pp. 40, map; 126. 25c; 20c.) 

Statistics of the communications industry in the United States for the year eni 
December 31, 1939, containing financial and operating data relating | 
munication carriers and standard broadcast stations subject to the Commu 
tions act of 1934. (Washington: Federal Communications Commission. | 
Pp. 266. 25c.) 


Statistics of railways in the United States, for the year ended December 31, 1° 
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-.third annual report. Prepared by Bureau of Statistics, Interstate Commerce 
mission. (Washington: Supt. Docs. 1941. Pp. x, 583. $1.50.) 
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NEW BOOKS 


ws. H. J. and Cow in, R. W. Forest resources of the Douglas-fir region. 
sc. pub. no, 389. (Washington: U. S. Dept. of Agric. 1940. Pp. 173. 50c.) 
R. Farm ownership, tenancy, and land use in a Nebraska community. 
(Chicago: Univ. of Chicago Press. 1941. Pp. vii, 192, mimeographed. $2.) 
NLLON, |. J. Seven decades of milk; a history of New York's dairy industry. 
(New York: Orange Judd. 1941. Pp. 352. $3.) 
NswortH, H. C. Wheat in the post-surplus period 1900-09, with recent 
es and contrasts. Wheat stud., vol. xvii, no. 7. (Stanford University, 
Food Research Inst. 1941. Pp. 71. $1.) 
. World wheat survey and outlook, May, 1941. Wheat stud., vol. 
no. 8. (Stanford University, Calif.: Food Research Inst. 1941. Pp. 33. 


“vez, R. El café de Veracruz. (Mexico, D.F.: Inst. Mexicano de Estudios 
sricolas, 1941. Pp. 164.) 
N, W. J. Some factors affecting the supply of milk and milk products in 
Scotza. Catholic Univ. of Am. stud. in econ. no. 4. (Washington: 
Univ. of Am. Press. 1941. Pp. viii, 155.) 
M. I., compiler. Crop and livestock insurance, 1937-40; selected list of 
Econ. lib. list no. 24. (Washington: Bur. of Agric. Econ., U. S. 
of Agric. 1941. Pp. 38, mimeographed.) 
J. A. Changing technology and employment in agriculture. (Washing- 
1: Supt. Docs. 1941. Pp. iv, 189. 25c.) 
ReyNoLps, R. V. and PreRsON, A. H., compilers. Forest products statistics of 
e Central and Prairte States. U. S. Dept. of Agric. statistical bull. no. 73. 
(Washington: Supt. Docs. 1941. Pp. 94. 15c.) 
ut, J. D., editor. Agriculture in Uganda. (New York: Oxford. 1941. 
555. $6.50.) 
I. A. The farmer's search for economic democracy. Social Action, vol. 
(New York: Social Action. 1941. Pp. 38. 15c.) 
(Ack, W. W., and others. How does this war threaten the American 
\merica’s town meeting of the air bull., vol. 6, no. 20. (New York: 
lumbia Univ. Press. 1941. Pp. 31. 10c.) 
vVELD, R. H. and Peck, R. H. Forestry in farm management. (New York: 
il. Pp. 348. $3.) 
IZER, V. D. Rice and wheat in world agriculture and consumption. Wheat 
I. xvii, no. 6. (Stanford University, Calif.: Food Research Inst. 1941. 
ind others. Conservation of renewable natural resources; some funda- 
aspects of the problem. Univ. of Pennsylvania bicentennial conf. pub. 
idelphia: Univ. of Pennsylvania Press. 1941. Pp. 206. $2.50.) 
une il (Imperial A gricultural Bureau): eleventh annual report, 1939- 
ndon: H. M, Stationery Office. 25.64.) 
me, and dividends of Oklahoma and Texas codperative cotton gins. 
(Washington: Farm Credit Admin., Codp. Research and Serv. Div, 
Pp. 62. 10c.) 
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Farm relief and agricultural adjustments acts (June 15, 1920-November 25 
1940). (Washington: Supt. Docs. 1941. Pp. 246. 25c.) 

Laws relating to agriculture. (Washington: Supt. Docs. 1941. Pp. 447. 35¢.) 
Lumber distribution and consumption for 1938, Misc. pub. 413. (Washington 
U. S. Dept. of Agric. 1941. Pp. 59. 15c.) 
Report of the activities (1939-40) of the Agricultural Adjustment Administrg. 

tion under the provisions of the Agricultural Adjustment act of 1938, th, 


Soil Conservation and Domestic Allotment act, and related legislation, froy 
July 1, 1939-June 30, 1940. (Washington: Agricultural Adjustment Adminis. 
tration. 1941. Pp. 154. 20c.) 
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Land; Housing 


The Boulder Canyon Project: Historical and Economic As pects. By Paui 
L. KLEINSORGE. (Stanford University: Stanford Univ. Press. 1941 
Pp. xiv, 330. $3.50.) 

As pointed out by Eliot Jones in his foreword to this book, the Boulder 
Canyon Project includes not only majestic Boulder Dam but also the supple- 
mentary works necessary to supply ~ater to southern California and to the 
Imperial and Coachella valleys. It embraces the huge 240-mile Colorad: 
River aqueduct to Los Angeles from Parker Diversion Dam (150 miles 
south of Boulder Dam), and the All-American Canal with its Coachella 
branch by which water is supplied to the two valleys from Imperial Dam 
(140 miles below Parker Dam). The book is devoted to a presentation of 
the multiple purposes, the financial and engineering plans, and the political 
and economic problems associated with these structures. 

The history of man’s efforts to harness the rampaging Colorado for 
navigation, irrigation, flood control, and power generation, is here related 
The great difficulties experienced from 1905 to 1927 in holding the rebe! 
lious river to its course caused millions to be spent upon ever higher levees 
which the flooding stream surmounted and cut away with enormous damage 
to agriculture in the Imperial valley, and the submergence of 150,000 acres 
under the waters of the Salton Sea. Out of the pressing necessity for control 
emerged the Colorado River Compact between the states of this great rivet 
basin, sixth in drainage area in the United States. The terms of the pact 
and of the Boulder Canyon Project Act are summarized. The Arizona 
California dispute is reviewed, with an evident attempt at impartiality, an¢ 
with an equally evident inability to see validity in Arizona’s demand fot 
half the unallocated water in the main stream, since ‘‘the Arizona proposa's 
did not grant California enough water for her needs.” The problem of stat 
versus federal control of the dam, the conflict between Mexican and Amet 
can interests, and the constitutionality of the Boulder Canyon Project a 
receive attention. Consideration of financial arrangements under the powe! 
and water contracts leads to the conclusion that ‘‘at the present time the 


secure to allay any doubt as to its soundness.” 

In making an economic evaluation of the services of the project, the 
wthor crecits it with the following major benefits: saving from inundation 
f about 2,000 square miles of land in California and Mexico, including 
|.250,000 acres of excellent farm land and several towns; solving through 

iter storage in Lake Mead the drought problem of the region in respect 
to at present under cultivation and an additional 1,500,000 acres 
awaiting future use; making available to Los Angeles the only dependable 
and adequate water supply; and providing as a by-product of the water an 
bundance of low-cost power needed for pumping and for serving the in- 

strial and domestic needs of a rapidly growing population in southern 
California. Noted also are the temporary gains from the employment of 
inds of men during a period of depression, and the potential services 

f the recreational area planned for Lake Mead and surrounding territory 
inder the National Park Service. Whether fortunately or not the lake has 
not affected the climate of the region. So great are these benefits of flood 
control, river regulation, water-storage and reclamation services that “it 
vould not have been an uneconomic procedure to conduct the project at a 
s, if necessary, so long as the price charged for electric energy would 
ver the costs directly attributable to power production and would make 

e contribution to the joint costs.” 

The factual material is well organized to present a general survey of the 
project with its prospective results rather than a critical analysis of the 
perating policies now in effect. The book is documented throughout and 

sa complete bibliography. 
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C. E. McNEILL 
ty of Nebraska 


5 Sub-title the author has indicated the scope of his study. Being a 
| treatise, less than 20 per cent of the volume consists of text 
|. Even much of this space is devoted to an explanation of the 
es and the limitations of the statistics presented in approximately 150 


» pact 


| 
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main sources of information are: Census of Population, 1930, VI, 
) Federal Real Property Inventory of 1934; Financial Survey of 
in Housing; and Bureau of Labor Statistics reports on building permits. 
lone of these sources pretend to supply complete information on the 
t of residential real estate, the author has been careful to set forth the 

¢ of the information available to him. 
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As a matter of fact, the feature of the book that inspires most confidence 
is the evident desire of the author to let the facts speak for themselves. He 
does not try to prove too much from the material which he uses. Never. 
theless, he has drawn useful conclusions which will prove of value to th 
student of real estate problems. Whenever his conclusions are based upon 
estimates he has taken care to warn the reader of that fact. 

Among the interesting conclusions of the book are the following: Mor 
than half of the national wealth of the United States is in land and build. 
ings; the value of real property increased fivefold from 1900 to 1930; tes 
dential real estate is the most important form of real property; real estat, 
loans constitute the largest single form of credit; generalizations for the 
country as a whole are dangerous because of wide regional fluctuations. 

The author engages in forecasts only to a very limited extent. He dog 
suggest that rental housing constitutes a greater need than houses con- 
structed for sale. Such new rental property should be supplied in the lower 
rental brackets. 

The reviewer recommends Residential Real Estate as a valuable source 
book for all students of real estate problems. Even those engaged in the rea! 
estate business will find this volume a mine of useful information. 

H. E. HOAGLanp 


The Ohio State University 


NEW BOOKS 

CARLSON, O. A mirror for Californians. (Indianapolis: Bobbs-Merrill. 194! 
Pp. 372. $2.50.) 

CHALMERS, S. H. Low-cost homes; planning, financing, building. Home inst 
booklets, no. 15. (New York: Home Inst. 1941. Pp. 39. 15c.) 

JOHNSON, C. S., and associates. Statistical atlas of southern counties ; listin, 
analysis of Socio-economic indices of 1104 southern counties. (Chapel Hi 
Univ. of North Carolina Press. 1941. Pp. x, 355. $4.) 

Jones, C. F. and DARKENWALD, G. G. Economic geography. (New York 
Macmillan. 1941. Pp. 651. $4.25.) 

Alabama; a guide to the Deep South. Compiled by workers of the Writers’ Pro 
gram of the W.P.A. in the State of Alabama. Am. guide ser. (New Yor 
Richard R. Smith. 1941. Pp. 464. $2.75.) 

Defense housing insurance: hearings, 77th Cong., 1st sess., on H. R. 3 
superseding H. R. 3162, to amend the National Housing act, and for 
purposes, February 17-21, 1941. (Washington: House Banking and Curreng 
Committee. 1941. Pp. 166. 20c.) 

Land classification in the United States. Report of the Land Committee to 
National Resources Planning Board. (Washington: Supt. Docs. 1941. ? 
viii, 151. 60c.) 

Los Angeles. Compiled by workers of the Writers’ Program of the W.P.A 
in Southern California. Am. guide ser. (New York: Hastings House. |? 

Pp. 485. $2.50.) 1 

Michigan; a guide to the Wolverine State. Compiled by workers of the Writes 
Program of the W.P.A. in the State of Michigan. Am. guide ser. (New Yor 
Oxford. 1941. Pp. 718. $3.) 
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wi; a guide to the “Show Me’’ State. Compiled by workers of the Writers’ 
gram of eo W.P.A. in the State of Missouri. Am. guide ser. (New York: 
|, Sloan and Pearce. 1941. Pp. 652. $2.50.) 
ina; a profile in pictures. Compiled by workers of the Writers’ Program 
e W.P.A. in the State of Montana. Am. pictorial guide ser. (New York: 
g Pub. $1 
fonterey pent af Compiled by workers of the Writers’ Program of the 
WP “ in Northern California, Am. guide ser. (Stanford University, Calif.: 
lames L. Delkin. Pp. 207. 1941. $2.50.) 
Regional Planning Commission: Is planning practical for your 
Rev. ed. (Boston: National Resources Planning Board. 1940. Pp. 42. 


1 acquisition in a national land-use program. Patt 2. Urban land. Re- 
the Land Committee to the National Resources Planning Board. 
ton: Supt. Docs. 1941. Pp. vii, 39. 20c.) 

| g and land policies. Vol. 2. Supplementary report of the Urbanism 
mittee to the National Resources Committee. (Washington: National 
tesources Committee. 1939. Pp. 366. $1.) 
Wyoming; a guide to its history, highways, and people. Compiled by workers 
f the Writers’ Program of the W.P.A. in the State of Wyoming. Am. guide 
r. (New York: Oxford. 1941. Pp. 517. $2.75.) 
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National Defense: A Survey of the Special Labor Problems Aris- 
ig from America’s Defense Activities and a Program for Action. The 
Factual Findings by Ltoyp G. REYNOLDs; The Program by the 
LABOR COMMITTEE. (New York: Twentieth Century Fund. 1941. 
Pp. xiii, 130. $1.00.) 
tual findings, for which the research staff appointed for this study 
ponsible, appear in chapters 1-4. On the basis of these facts, the Labor 
tee of the Twentieth Century Fund prepared a program for action. 
rogram for which the Committee alone is responsible appears in 
). The members of the Labor Committee were William L. Chenery, 
m M. Leiserson, Frazier MacIver, Sumner H. Slichter, Robert J. 
nd Edwin E. Witte. The staff was headed by Dr. Lloyd G. Reynolds 
t the Johns Hopkins University, assisted by Dr. Russell Nixon of Harvard 
University, and Mr. Charles Killingsworth of the University of Wisconsin. 
; h factual findings and program are comprehensive, sensible, and worthy 
wide reading. 

hapter 1, “Labor Requirements and Labor Supplies,” are discussed 
dequacy of the total labor supply and of the skilled labor supply, and 

f meeting labor shortages. The staff states (p. 14): 
basis of 1940 appropriations, it seemed reasonable to predict an increase 
ent of around six million between the fall of 1940 and the fall of 


rec : million in armament production and three million in consumer 
the expanded program one can say merely that—barring an early 
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peace—the increase will be larger than this, and that it will certainly exceed the 
number of available unemployed persons in the labor market. It does not folloy 
however, that all will be well until the present unemployed have been com. 
pletely absorbed, and that we will then be faced with a sudden and absolute 
“general shortage’’ of labor. In fact it would be wrong to conclude that jj 
employable workers will have jobs by the end of 1942. . . . Many of the up. 
employed will not be absorbed because they are in the wrong places or the wronp 
occupations, and there may well be unemployment of one or two million, even 
at the peak of defense production. 

The shortages will be most acute in the metal trades. A systematic dis. 
cussion of methods of meeting these and other shortages includes comments 
on training within industry, in vocational schools, increasing labor mobility 
upgrading, and dilution. 

Chapter 2, “Labor Standards,” is concerned with the question: Given 
the rate of defense production which existing appropriations provide, wil 
it be possible to maintain intact labor’s recent gains? The findings as sum- 
marized on pages 68 and 69 include the following: 

Whether existing labor standards can be maintained during the next few years 
cannot be answered definitely at this time. . . . Workers in defense industries 
and particularly skilled mechanics, will probably be better off than before, though 
workers whose wages do not advance appreciably may suffer a loss in real 
income. . . . The doubtful factor in the situation is the rate at which armament 
production will be accelerated during the next year or two. 


Chapter 3, “Adjustment of Industrial Disputes through Collective Ba: 
gaining,’’ is summarized on page 84: 


While it is true that the total number of union members today is three time 
the number in 1917, the chances of peaceful settlement of disputes are not cor 
respondingly improved. The industries concerned most directly with nationa 
defense were almost entirely non-union in 1917. Now they are 30 or 40 per 
cent unionized, with aggressive organizing campaigns under way or projected 1 
most fields. This formative character of unionism in the basic industries make 
friction in them more likely. The adjustment of grievances and renewal of agre« 
ments is hampered by inexperience and by the hangovers of old antagonisms 
Machinery for voluntary arbitration of disputes is almost entirely lacking. Battles 
still rage around certain non-union centers. Many disputes in defense industric 
are therefore likely to get out of hand and result in strikes, unless some agency 
outside the industry intervenes to facilitate a settlement. 


The discussion of such agencies appears in chapter 4, ‘Adjustment 
Industrial Disputes through Government Agencies.”” The staff points t 
the high degree of success achieved by federal and state mediation and con- 
ciliation boards. The questions associated with compulsory arbitration leac 
to the conclusion that ‘The semi-compulsory methods usual in this counts 
will probably continue to prove more desirable than complete compulsof) 
arbitration on the Australian pattern” (p. 109). 

In chapter 5 appear the recommendations of the Labor Committee. These 
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esented in so meaty and compact a fashion that summarizing them is 


are pr 
really impossible. The conclusions appear under three headings: 


|. That there be set up in connection with the Office of Production Manage- 

at a National Defense Labor Policy Committee whose chairman shall be 

:spointed by the President and whose membership shall be nominated in equa! 

sumbers by the national organizations of labor and the national organizations of 
iwement. 

[hat the present conciliation services of the government be supplemented 

by a Federal Emergency Mediation Board of three members appointed by the 


That there be initiated a concerted effort to incorporate by voluntary action 
a all existing collective agreements affecting plants engaged in defense produc- 
n (a) a specific covenant not to strike or lock out during the term of the 
eement and to set up grievance machinery to settle disputes arising under 
e agreement, in all cases where the collective agreement does not already con- 
in such a covenant, and (b) a further covenant that the working conditions 
ablished by the agreement shall be maintained without change and that there 
| be no interruption of work during negotiations for renewal of the agree- 
ent; that any dispute which cannot be adjusted shall be submitted without 
rruption of work to the Federal Emergency Mediation Board, and that if the 
lispute cannot be settled by that Board and the parties are unwilling to arbitrate, 
| if the Board notifies the President that a stoppage would interfere with 
nse production, then the status quo shall be maintained and production 
| for a specified time within which the President, by appointment of an 

¢ board or otherwise, may attempt a settlement of the controversy. 


The problems with which this little book deals are among the most im- 
portant faced by the United States at the present time. Their solution in a 
manner satisfactory to employers, labor, and the national interests would 


balanced discussion. 
J. PHitip WERNETTE 
Harvard University 
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Federal Réle in Unemployment Compensation Administration. By 
RAYMOND C, ATKINSON. (Washington: Committee on Social Secur- 
ity, Soc. Sci. Research Council. 1941. Pp. x, 192. $2.00.) 
his is another of the excellent series of studies which have been pub- 
| under the auspices of the Committee on Social Security. It is an analy- 
sis of the position of the Social Security Board and the Bureau of Employ- 
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ment Security in the administration of unemployment compensation in oy; 
present federal-state system. It presents in very compact form a distillation 
of the information and conclusions reached as the result of continued and 
intimate observation of the operation of unemployment compensation both 
at the federal and state levels. To use the terminology which lawyers fre. 
quently employ to browbeat witnesses, it presents ‘‘conclusions rather than 
facts.’ It is, indeed, worthy of comment that a discussion of so many im- 
portant aspects of unemployment compensation could be presented without 
a single statistical table or chart. The conclusions reached 2nd the Sugges- 
tions for change are well founded and merit serious consideration. 

The federal-state unemployment compensation system is certainly one of 
the most complicated if not the most curious manifestations in American 
life of the results of judicial review. Judicial legislation may be said to have 
taken place in this instance without a decision having been rendered. The 
federal payroll tax with 90 per cent offset and the 100 per cent grant for 
administration expenses were adopted because of the fear (apparently 
groundless) that an outright federal unemployment compensation system 
would be declared unconstitutional. It is hardly possible to read this dis- 
cussion of the problems of the present program without coming to the 
conclusion that the results of this anticipation of court actions have been 
unfortunate. 

This is not to say that the present system has no desirable features. The 
author states quite clearly its advantages in broader opportunity for ex 
perimentation, adaptation to local conditions, decentralized administration, 
and in other ways. He also gives a number of suggestions not only for 
administrative improvements but also of means by which objectives which 
are desirable on broad economic and social grounds may be more nearly 
attained. These objectives include the distribution of the cost of unemploy- 
ment over the whole nation, greater assurance of solvency throughout the 
system, and more adequate benefits, particularly in states with heavy cyclical 
and seasonal unemployment where workers are most in need of protection 
A matter of special concern is the competition between states to reduce con- 
tribution rates and benefit scales. Mr. Atkinson shows how experience rating 
has stimulated the drive for less adequate benefit provisions and has gives 
rise to the need for protection against a serious impairment of the beneltt 
structure. 

At the very least the present system should be patched in the places indi- 
cated by Mr. Atkinson, and the patches he suggests are probably as good 
as any for the job. As he points out, however, a national system would hav: 
many advantages over the best patched federal-state structure. Unfortunate 
the vested interests are now so great that the difficulties in the way of nation 
alization are as great as the need for it is clear. 

BLAIR STEWART 
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Economic Aspects of Medical Services. By PAUL A. Dopp and E. F. PEN- 
rose. (Washington: Graphic Arts Press. 1939. Pp. xxii, 499. $3.75.) 
This volume gives the results of an extensive survey conducted in 1934-37 
f the medical care situation in the state of California. The survey was 
riginally sponsored and was largely financed by the California Medical 
Association, which, however, found the conclusions unacceptable and re- 
fused to publish them. The present volume may be considered as the final 
report of the survey as prepared mainly by Professor Dodd who was the 
director. 

The main portion of the book deals with the factual findings of two 
questionnaire studies. The first sought data from representative families 
in their need for and receipt of medical care, and the charges incurred and 
payment made for care. The second, addressed to medical, osteopathic and 
dental practitioners, sought information on gross and net incomes in 1933 
ind on income trends over the period 1929-33. The findings of these ques- 

nnaire studies are supplemented by chapters on the distribution of health 
facilities in California, the nature and extent of governmental public health 

s, and the general nature and principles of health insurance. 

The findings of the questionnaire surveys parallel those of similar studies, 
notably that made by the Committee on the Costs of Medical Care. At the 
time of the survey, 14 per cent of the white popuiation of the state (the 

tage varying inversely with income) reported they were in need of 

il attention. Of these only about 60 per cent—the proportion varying 

rply with income—were actually under treatment at the time. During 
the year preceding the canvass, 36 per cent of the population had had some 
ntal attention, the proportion varying from 23 per cent for those in fami- 

s with incomes under $500 to 80 per cent for the over $10,000 income 


* 


White families in California, it was found, were incurring medical costs 
veraging $79 per family ($24.33 per person) per year. The percentage of 
medical costs to income varied from 23 per cent for families with incomes 
inder $500 to 3 per cent for those with incomes of over $10,000. As other 

rveys have shown, in each income group a large proportion of the total 
ise for medical care was incurred by a relatively small proportion of 


The survey of incomes showed that medical, dental and osteopathic prac- 
tioners suffered severely in the early years of the depression. Incomes of 
iysicians dropped by 46 per cent from 1929 to 1933, and those of dentists 
same amount. In 1933, the average net income of physicians was 
(median $2,700), and the average net income of dentists, $2,769 

nedian $2,500). Undoubtedly the low incomes of doctors at the depth of 
the depression helps to explain why the California Medical Association in 
1935 went on record in favor of compulsory health insurance, a stand re- 


f 


versed as the economic position of the profession improved. 
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The report concludes that the health and medical care situation in the 
state is grossly unsatisfactory and that major changes in the system of pri. 
vate practice are necessary. The authors believe that insurance is the onl 
way by which medical care can be adequately financed and doctors faith 
remunerated. They examine and reject voluntary insurance as a solution 
They recommend an overhauling of California’s public health set-up and the 
establishment of a state-wide system of compulsory health insurance, {. 
nanced by contributions from employers, employees and the state govem- 
ment, and providing both medical care and cash disability benefits. The 
standards and specifications for an appropriate system of insurance are dis. 
cussed at considerable length, and those suggested were largely written int 
a compulsory health insurance bill introduced in the California legislature 
in 1939. The authors are emphatic in the belief that, while the medica! 
profession should have a voice in the administration of a compulsory health 
insurance system, main control should lie with the public. 

The book would be more readable if it were shorter, and if there was 
better selection of material. It might also have been improved by more 
moderation of expression. These, however, are slight defects of a volume 
which constitutes a valuable contribution to the growing literature on the 
economics of medical care. 

Louls S. REED 

W ashington, D.C. 
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health The Consumer Movement: What It Is and W hat It Means. By HELEN Sor- 
ENSON. Pub. Instit. for Consumer Educ. (New York: Harper. 1941. 
Pp. xitl, 245. $2.50.) 

What is the consumer movement? Miss Sorenson answers this question 
primarily in terms of private organizations (she lists nearly a hundred) and 
government groups which devote their activities in whole or in part to 

nsumers’ problems. The development of the movement is attested also 

an increasing body of literature in the last decade or more, and by an 


acreasing number of courses in college, high school and adult education. 
The two most interesting chapters in the book deal with the relation 
f the consumer movement to business. Miss Sorenson gives many examples 


uy f abuses of the consumer movement by business, which in their severest 
form were attacks charging the movement to be subversive, attempting to 

p healt! undermine the ‘‘American way” of life. In other cases, however, the busi- 


ness wolf dressed itself in the sheep’s clothing of the consumer, as by 
eating pseudo-consumer organizations as means for advertising particular 
products or otherwise furthering its own ends. The book suggests that at 
rkme present the codperation between business and consumers is more striking 
Febiger than the antagonisms, as the more far-sighted business men recognize that 

nsumer protection and guidance may promote their own self-interest as 
by an invisible hand. 

In setting lee objectives of the movement, Miss Sorenson quotes from 
ech of Mr. Cassels, Director of the Institute for Consumer Education, 
pennees this book. These objectives are four: income, information, 

(from business men), and independence (of business controls). 
usses these briefly. The great need of the movement, in Miss Soren- 
son's conclusion, is for “practical consumer action.’ 

The above no doubt sufficiently indicates that the book is stronger in 

‘cription than in analysis. As a matter of fact, a body of organizations 
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each devoted to some particular interests of consumers may create a move 
ment in the form of eddies rather than in the form of a tide. The cop. 
sumer movement is a movement in the constructive sense only as the inter. 
ests behind it are compatible and to some extent integrated. 

Activities, public and private, in the consumer movement fall into sey. 
eral groups, though a single organization may prosecute all. Among thes 
activities are those which prevent wastes in marketing and make buying 
practices more efficient. The consumer testing agencies and the bona fd, 
consumer activities of business men belong here. Their objectives may not 
be closely codrdinated but they are generally consistent. They take a certain 
scale of living for granted and provide more economical means for bringing 
it about. They are an advancing consumer movement, though their aim may 
be narrow. | 

The book takes note, however, of another type of consumer activity unlike 
the above, and with a different relation to a consumer ‘“‘movement’’; but it 
does not point out the distinction. Some consumer organizations undertak: 
the function of value creation, as in the case of those which work for im- 
proved nutrition, housing, public health and recreation. These organizations 
are trying to make a new standard of living. But for the most part they are 
seeking their ends independently of one another, each without particular 
regard for the objectives of the rest. Some even work directly against one 
another, as one group for socialized medicine and one against it. There 
has been no concerted effort to weigh their values in relation to one another 
to decide which are most important either in themselves or in view of their 
costs and of the limited economic resources at our command. There ate 
groups which would expend new millions for better nutrition, others which 
would subsidize the housing of a third of our people. 

Which of these, and of a dozen other objectives, is most important? At 
what cost can each be achieved? Have we studied the interrelation of values 
among themselves, costs among themselves? Which values contribute most 
to the building up of others and thus advancing the whole? In the complexity 
and interaction of costs in our economy, which costs are least? 

Consumer activities and organizations in the category of value creation 
deal with the most important matters, but in an uncodrdinated way. Ye 
there are groups concerned with consumers’ welfare which could, and in 
fact do, move slowly in the direction of perceiving a more integrated p 
ture. Such is the American Home Economics Association and such m 
well be the Institute for Consumer Education. It is natural that consumer 
goals should, in their beginnings, have been inchoate and unintegrated, but 
they cannot continue to be so if the movement as a whole achieves » a 
degree of maturity. Consumers have proved that they can organize and e\ 
that they can act. Granting that we wish to preserve in our economy 4 wit 
measure of independence and freedom, what the consumer movement needs 
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st is more codrdination of its goals in order that its action shall lead to 
oreater values at less sacrifice. 


ELIZABETH E. Hoyt 
lowa State College 


sumer Representation in the New Deal. By PERSIA CAMPBELL. (New 
York: Columbia Univ. Press. 1940. Pp. 298. $3.25.) 


In this clearly and compactly written volume—number 477 in Studies in 
History, Economics and Public Law, edited by the Faculty of Political Sci- 
ence of Columbia University—Dr. Campbell records the results of her 
udy of the organization and operation of the Consumers’ Advisory Board 
f the National Recovery Administration, the Consumers’ Counsel of the 
Agricultural Adjustment Administration and the Consumers’ Counsel of 
the National Bituminous Coal Commission. She also offers an analysis of 
nsumer policy developed by them with reference to programs for 
ulation of industry and argriculture.” Since she finds the performance of 
hese agencies, if not always their policies, inadequate to the exigencies of 
¢ situations into which they were tossed she concludes her study with 
me carefully informed speculation about what sort of federal agency might 
ffectively look out for the consumers’ interests. In the author’s thinking 
these interests are broadly conceived to be well served when ‘‘everyone 
all be able to secure each day his daily ‘bread,’ of good quality, and at 
lecreasing cost, under conditions promotive of human worth.” 
In terms of the impact of their accomplishments upon the national econ- 
the agencies whose performance the author painstakingly explores 
y seem worth the effort—a conclusion supported by her notation that 
The New Deal consumer agencies . . . had little influence on the course 
' events.” However, as pioneer strivings and fumblings of honest and 
ten intelligent people to develop both policies and practices which would 
nsciously and explicitly direct the conduct of our economy toward getting 
| things well produced, the works of these agencies are eminently 
rth not only the author’s study and analysis but extensions of its many 
urections. It is difficult to gather up the threads of constructive performance 
such an agency as the Consumers’ Advisory Board of the N.R.A. because 
much of its energies were devoted to picking itself up off the floor after 
ing knocked down and around by high test pressure groups. It did, how- 
lo something more than merely survive miserably, and Dr. Campbell 
nd out and reported much of what it was. In the process she has 
provided neat and well done summaries of key economic policies to which 
sumer agencies have sought to give force and effect on behalf of their 
morphous clients. She is, however, too generous toward the work of the 
nsumers’ Advisory Board, which was guilty of considerable intellectual 
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ogling, due mainly to confusion over the scope and nature of the con- 
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sumer interest as distinguished from the public interest—a confusion whic, 
Dr. Campbell’s study does less to eliminate than might be desired. 

It is fitting that the subject of consumer representation in the New De,| 
be treated very seriously for it has been a serious and at times even , 
slightly tragic subject. No complete treatment, however, can fail to disclose 
some hilarious incidents and developments. For example, if the membership 
of the Consumers’ Advisory Board of N.R.A. during its first year had bee: 
asked to formulate a program for national economic salvation it is almog 
certain that it would, in spite of the great restraint and dignity of the mem. 
bership, have got into a terrific row in the process, so great were the conflicts 
in the basic economic notions of the membership. However, the relation. 
ships of the membership within the board were no less than angelic. The 
balm was provided by unanimity on the proposition that the controlling 
course being followed by N.R.A. was bad from any national point of viey 
A proper exposition of this remarkable balance in consumer representation 
seems to this reviewer to have amusing possibilities of a sort which, ex. 
plored more fully, might not only add some leaven but some real light t 
Dr. Campbell's excellent study. 

DEXTER M. KEEzER 
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Introduction to the Cod perative Movement. By ANDREW J. Kress, editor 


(New York: Harper. 1941. Pp. xii, 370. $3.00.) 
This is a series of readings well selected to give the beginner in this field 
a survey of the history and present condition of the codperative movement 
throughout the world. Consumers’ codperatives from the time of Owen and 
the Rochdale pioneers to recent attempts at codperation for medical servic: 
are described either by contemporaries or later authorities on the several 
subjects considered. Producers’, agricultural, and financial codperation are 


the subjects of the next three sections of the book. In each case, foreign 


as well as American experiments are described. 

For parts five and six Professor Kress has collected items on the socil 
philosophy of the codperative movement and the extent of its internation 
organization. The authors here selected make it clear that to a true believer 
the codperative movement is no mere palliative but the beginnings of : 
changed social order or coéperative commonwealth. Part seven contains the 
most recent statistics with reference to codperatives, both producers’ an¢ 
consumers’. 

Two chapters in part one stand out. One of these concerns the attitude 0! 
religious leaders toward codperation, to many of whom the movement 
apparently a step toward the world described in the teachings of Jesus I 
the other outstanding chapter, dealing with codperative medicine, both the 
views of the American Medical Association and of the rebels in that soa} 
are expressed. 
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Professor Kress’s book has many of the advantages and disadvantages of 


any collection of readings. The writers are not uniformly interesting and one 


asionally wishes the editor had rewritten some of the selections. Likewise 
the re dings must of necessity have been taken from their context, thus 

sing some of their value. On the other hand the selections enable the 

r to obtain ideas, facts and opinions from those actually in the move- 
ment t rather than read the pedantic interpretations of an onlooker. 

‘At the end of each division is a select bibliography for those desiring 
further study. For a person wishing to get a working knowledge of an 
mportant movement, this book is recommended. 

FRANK T. DE VYVER 

Duke University 
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Commencement of unemployment insurance in Canada, Lab. Gazette, June, 1941. Pp 

Eight years of C.C.C. operations, 1933-1941. Mo. Lab. Rev., June, 1941. Pp. 9. 

Living conditions in Puerto Rico. Mo. Lab. Rev., Apr., 1941. Pp. 25. 

Organization for seamen’s welfare in Great Britain. Internat. Lab. Rev., Apr., 1941. Pp. 14 

Schweizerische sterbetafel 1933/37 und neueste entwicklung der todesursachen. Zeitscht 
f. Schweiz. Stat. und Volkswirtschaft, 1940, No. 4. Pp. 20. 


Consumption; Income Distribution; Codperation 


BENNETT, M. K. International contrasts in food consumption. Geograph. Rev., July, 194 
Pp. 12. 

BERNARD, L. L. An early American theory of the standard of living. Am. Sociologic 
Rev., June, 1941. Pp. 7. 

BRANDT, W. Economic and living standards: American and Asiatic, Pacific Affairs, Ju 
1941. Pp. 19. 

CARROLL, J. M. The distribution of efficiency savings. Quart. Jour. Econ., May, 1941. Pp. 4 

THORNE, A. C. Evaluations of consumption in scale of living studies. Social Forces, M: 
1941. Pp. 8. 

Coéperatives in Newfoundland. Mo. Lab. Rev., June, 1941. Pp. 4. 

Defense dollars and consumer markets. Dun’s Rev., June, 1941. Pp. 31. 

Development of codperatives in Latin America. Mo. Lab. Rev., Apr., 1941. Pp 

Farmers’ coéperative purchasing in the United States, 1913 to 1939-40. Mo. Lab. Res 
June, 1941. Pp. 2. 

Réle of industrial codéperatives in China’s war economy. Mo. Lab. Rev., May, 1941. Pp. © 
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Population; Migration; Vital Statistics 


H. L. Deaths in hospitals and institutions in the United States, 1936. Rev. de 


ost Internat, de Stat., 1940, No. 1-2. Pp. 9. 


son, M. The great cities of the United States, 1940. Geograph. Rev., July, 1941. 


D. Migration and resettlement in the far western states. Jour. Farm Econ., 


TIRE, 


1941. Pp. 5. 
_G. Estudos sébre a utilizagao do censo demografico para a reconstrugao das 


do movimento da populagao do Brasil. Rev. Brasil de Estatistica, Oct.-Dec., 

p. 20 
L. The mobility of weavers in three textile centers. Quart. Jour. Econ., Apr., 
Pp. 28. 
C. Secular changes in death rates. Jour. Royal Stat. Soc., Part 1, 1941. Pp. 28. 
A. International migration and the formation of an international labor market. 

‘orces, May, 1941. Pp. 7. 

|. K. Certain changes in population distribution in the United States. Geograph. 
luly, 1941. Pp. 3. 
rstate migration of workers. Mo. Lab. Rev., June, 1941. Pp. 4. 


ble on tatistiques: Population. Rev. de I'Inst. Internat. de Stat. 1940, No. 1-2. Pp. 6. 


Unclassified Items 


MAN, J. The Seligman correspondence-Il. Pol. Sci. Quart., June, 1941. Pp. 17. 
H. S. Science, ethics and democracy. Jour. Soc. Philos., July, 1941. Pp. 23. 
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NOTES 


Editorial Note—Having so briefly occupied the editorial chair, I feel some. 
what apologetic in informing the members of the Association that I have 
paces a temporary position with the Office of Production Management jg 
Washington. Under the ry circumstances, they will perhaps feel with 
me that an opportunity to be of service in the defense program justifies some 


degree of neglect of the editorial duties. Under the new conditions I shal] main. 
tain primary editorial responsibility, but it will be necessary to postpone cer. 
tain plans for constructive improvement of the Review. 

In all matters relating to general editorial work, the address for the coming 
year will be in care of The Brookings Institution, 722 Jackson Place, N.W. 
Washington. For receipt of books and periodicals from publishers, the address 
will remain McGraw Hall, Cornell University, Ithaca, N.Y.—P. T. Homan 


The following names have been recently added to the membership of the 
AMERICAN ECONOMIC ASSOCIATION: 


Alderfer, E. B., University of Pennsylvania, Logan Hall, Philadelphia, Pa. 

Bambrick, J. J., Jr., 152 W. 42nd St., New York, N.Y. 

Bell, R. M., University of Tennessee, Knoxville, Tenn. 

Brecht, R. P., Wharton School, University of Pennsylvania, Philadelphia, Pa. 

Brozen, Y., 1358 E. 58th St., Chicago, IIl. 

Bund, H., Graduate Schoo! for Social Research, 66 W. 12th St., New York, N.Y. 

Camitta, R., 6238 Carpenter St., Philadelphia, Pa. 

Canoyer, H. G., School of Bus. Admin., University of Minnesota, Minneapolis, Minn 

Carman, W. W., Jr., Bur. of Foreign and Domestic Commerce, Washington, D.C 

Close, J. A., Box 56, Babson Park, Fla. 

Corrigan, A. G., 710 Berkeley Ave., Orange, N.J. 

Davis, R. M., R.F.D. 1, Earlville, N.Y. 

Diebold, W., Jr., 311 E. 65th St., New York, N.Y. 

Dixon, R. C., 123 Patton Ave., Princeton, N.J. 

Dowd, L. P., College of Econ. and Bus., University of Washington, 210 Commerce H 
Seattle, Wash. 

Duerr, W. A., 217-B Holden Green, Cambridge, Mass. 

Eskildon, H. N., Economic Research Office, University of Denver, 370 Lexington Ave 
New York, N.Y. 

Finger, E., Fiske House, Wellesley College, Wellesley, Mass. 

Fischer, H. S., 290 Riverside Dr., New York, N.Y. 

Fishman, L., 1915 N St. NW, Washington, D.C. 

Gaumnitz, E. A., University of Wisconsin, Madison, Wis. 

Gibb, G. S., Harvard School of Business, Soldiers Field, Boston, Mass. 

Golovin, N. E., c/o R. H. Macy and Co., Inc., Herald Sq., New York, N.Y 

Gresham, H. D., U. S. Tariff Commission, 7th and E Sts., Washington, D.C 

Gruen, E. D., Office of Production Management, 2729 Social Security Bldg., Washingto: 
Bx. 

Hall, O. J., Dept. of Rural Econ. and Soc., University of Arkansas, Fayetteville, Ark 

Hall, R. O., 905 23rd St. NW, Washington, D.C. 

Hartman, G., 18 E. Division St., Chicago, III. 

Hellman, R., 1818 N St. NW, Washington, D.C. 

Holloway, C. W., Bur. of Labor Statistics, U. S. Dept. of Labor, Washington, D.C 

Holm, E. E., Jr., Box 242-A, Lynnhaven, Va. 

Hoct, J. W., Box 14, Logan Hall, University of Pennsylvania, Philadelphia, Pa 

Hurwicz, L., c/o Dept. of Econ., Massachusetts Institute of Technology, Cambridge 

Jackson, H. M., 106 Walnut Pl., Syracuse, N.Y. 

Jenkins, A., 5637 15th Ave. NE, Seattle, Wash. 

Jeremiah, D. B., 102 Hare Bldg., University of Pennsylvania, Philadelphia, Pa 

Jones, W. G., 4536 20th NE, Seattle, Wash. 

Kayden, E. M., University of the South, Sewanee, Tenn. 
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F.. 120 W. 84th St., Seattle, Wash. 
;. T., Princeton Surveys, 20 Nassau St., Princeton, N.J. 
- L.. 19 W. 8th St., New York, N.Y. 
s. C., Atoka, Okla. 
St. Johns Pl., Brooklyn, N.Y. 
rphy, R. H., c/o Henry Holt and Co., 257 Fourth Ave., New York, N.Y. 


hy D B., Barnard College, Columbia University, New York, N.Y. 
no. J Box 296, Bayamén, Puerto Rico. 


A.. Cravath, De Gersdorff, Swaine and Wood, 15 Broad St., New York, N.Y. 
C H., 5600 Kenwood Ave., Chicago, IIl. 


- W. T.. Room 3020, 30 Rockefeller Plaza, New York, N.Y. 


B. R., Box 1994, University, Ala. 
R. S., Dept. of Econ., University of Chicago, Chicago, IIl. 


tk. A. D., Dept. of Econ. and Soc., Iowa State College, Ames, Iowa. 


+ O., Jr., 430 W. 118th St., New York, N.Y. 
on, R . American Optical Co., Southbridge, Mass. 
31 S. 9th St., Corvallis, Ore. 
ie of Econ., University of Buffalo, Buffalo, N.Y. 
University of lilinois Library, Urbana, III. 
> University, Cincinnati, Ohio. 
A. Dept. of Econ., University of Michigan, Ann Arbor, Mich. 
15 Sumner Rd., Cambridge, Mass. 


A.. Dept. of Econ., Ohio State University, Columbus, Ohio. 


R. L., 301 Hatton St., Jackson, Tenn. 
n, D., 7751 Yates Ave., Chicago, IIl. 
J. S., 311 Commerce Hall, University of Washington, Seattle, Wash. 
;., 5635 Cottage Grove, Chicago, IIl. 
5635 Cottage Grove, Chicago, III. 
n. E. P., University of Miami, Coral Gables, Fla. 
M. N., Research Div., U. S. Civil Service Commission, Washington, D.C. 
Rockefeller Foundation, 49 W. 49th St., New York, N.Y. 
4. G.., Jr., R.F.D. 4, Lexington, S.C. 
E., New York University, Washington Sq., New York, N.Y. 
;. A., Jr., Grad. School of Bus., Harvard University, Soldiers Field, Boston, Mass. 
Mrs. M. M., 415 N. Murray St., Madison, Wis. 
s. C. A., 520 Sappington Rd., Sappington, Mo. 
n, J. A., Penn Mutual Life Insurance Co., 530 Walnut St., Philadelphia, Pa. 
M., 2026 Eye St. NW, Washington, D.C. 
A., Michigan State Employment Service, 112 E. Jefferson Ave., Detroit, Mich. 
N., 1852 53rd St., Brooklyn, N.Y. 
W., 917 E. 56th St., Chicago, IIl. 
G., Rockhurst College, 5225 Troost Ave., Kansas City, Mo. 
706 Riverside Dr., New York, N.Y. 
J., School of Business, University of Chicago, Chicago, III. 
Mrs. A. A., McLean, Va. 
., Agric. Econ., Iowa State College, Ames, Iowa. 
, 412 E. Waverly Rd., Wyncote, Pa. 
H. W., c/o Post Quartermaster, Fort Jackson, S.C. 


f R. H., 120314 N. 45th St., Seattle, Wash. 


A., 530 S. Division St., Ann Arbor, Mich. 


fi, ulation Association of America has elected the following officers: 
K. Whelpton; first vice-president, Frederick Osborn; second vice- 
 Baniie S. Thomas; secretary, Conrad Taeuber; treasurer, Halbert L. 


hird annual Transportation Conference on “‘Interterritorial Freight 
sponsored by the College of Business Administration of the Univer- 
yf Ne ‘braska, was held in Lincoln on April 7. 


uf 
uf 
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A conference on Business Education, discussing ‘The New Economic Educa. 
tion,” was held on June 26 and 27 by the University of Chicago in conjunctiog 
with its fiftieth anniversary celebration. 


Some two hundred and fifty executives of the Pacific Coast participated jin 
the fifth annual Stanford Business Conference held under the auspices of the 
Graduate School of Business on the Stanford campus July 21 to 25. The general 
theme was “American Business in a World at War.” 


The seventeenth institute under the Norman Wait Harris Memorial Found). 
tion was held at the University of Chicago from July 7 to 15. The subject was 
“The Political and Economic Implications of Inter-American Solidarity.” Par. 
ticipating were experts in the field of inter-American relations from the United 
States, Canada, and Latin America. As in the past, the Institute consisted of 
both round-table discussions and public lectures. 


The seventeenth summer session of the University of Wisconsin School for 
Workers enrolled students representing twenty different unions in eleven mid. 
west states. In addition to the general six weeks’ session, special one- and 
two-week institutes were held. Guest tutor and lecturer was Joseph Mire, 
formerly of Ruskin College, Oxford. Guest speakers included Carleston Warne 
of Consumers’ Union and Amherst College, Ralph Tefferteller of the Amalga 
mated Clothing Workers of America, and Sheilah Mackay of England. 


The University of Chicago is holding a five-day series of symposia beginning 
September 22, in conjunction with the observation of its fiftieth anniversary 
Various sessions will be devoted to the social sciences. Among the speakers and 
subjects to be discussed are the following: 

“The Public Social Services: Fifty Years of Progress’—-Martha Eliot, Chil- 
dren’s Bureau, United States Department of Labor; Florence Allen, judge of 
the United States circuit court of appeals, Cincinnati; Carter Goodrich, Columbia 
University; Helen R. Wright, University of Chicago; Edith Abbott, chairman 

“The Changing Bases of National Economy”—John M. Clark, Columbia Uni- 
versity; Frank H. Knight and Theodore O. Yntema, University of Chicago 
Paul H. Douglas, chairman. 

‘““Management’s Adjustment to the Changing National Economy'’—Willard L 
Thorp, Dun and Bradstreet ; Lewis C. Sorrell, Raleigh W. Stone, and James W 
Young, University of Chicago; William N. Mitchell, chairman. 

“Administrative Agencies: Recommendations of the Attorney-General’s Com 
mittee’’-—John F. Dulles, New York; Walter Gellhorn, Columbia University; 
John Dickinson, University of Pennsylvania; Wilber G. Katz, chairman. 

“The Place of Ethics in Social Science’’—Richard H. Tawney, University of 
London (tentative) ; Charles H. MclIlwain, Harvard University; Jacques Mar 
tain, Catholic Institute of Paris, Columbia University; Robert M. Hutchins, 
University of Chicago; John U. Nef, chairman. 


The Institute of Labor Studies was established by a group of economists anc 
other social scientists in the fall of 1940 as a clearing house and organizing 
medium for the encouragement of research in the labor field. For the program 
and services of the institute, apply to Katharine D. Lumpkin, Research Director, 
54 Prospect Street, Northampton, Mass. 
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Appointments and Resignations 


Albert Abrahamson, on leave from Bowdoin College for the year 1941-42, 


s to serve as executive director of the National Refugee Service in New York. 


Gardner Ackley, instructor in economics at the University of Michigan, has been 


appointed economist in the non-ferrous metals division with the Office of Price 


stration and Civilian Supply in Washington. 


Lloyd C. Alkema has been appointed instructor in business administration at 


the Emory University School of Business Administration. 


Clark Lee Allen has been appointed instructor of economics at Duke Univer- 
sity for the year 1941-42. 


W Andrews, instructor in economics at Purdue University, has been 
nted a leave of absence for the academic year 1941-42, to do graduate work 
t the University of Chicago. 


D ‘a irty Angney has resigned his position as instructor of economics at 
Brown University to accept a research position with the Rhode Island Textile 
1ation, 


John H. Ashworth, associated with the University of Maine since 1919 as head 
of the department of economics and sociology and as professor of economics, 
tired from active service in June, 1941. 


C. Canby Balderston, professor of industry, has been elected dean of the 
Wharton School of Finance and Commerce of the University of Pennsylvania. 
Harry J. Loman, professor of insurance, was reélected associate dean and Thomas 

3udd, professor of finance, vice-dean, at the same time. 


ert B. Bangs, formerly instructor of economics at Brown University, has 
epted an appointment as research economist with the National Income Unit 
f the Department of Commerce, Washington. 


illen Barton, instructor in economics at the University of Alabama, has 


nthony Basch, visiting professor of economics at Brown University, delivered 
f lectures at the summer session of Columbia University. 


r 1 Hubert Baughn has been appointed instructor in economics at the 
University of Alabama. 


Robert J. Baxter, instructor in economics at the University of Pittsburgh, is 
now a First Lieutenant, Third Corps Area, United States Army, stationed at 


Raltir 
Baltimore, 


B. Haggart Beckhart of Columbia University will continue as economist with 
ne Chase National Bank, New York, ona part-time basis. 


Joba S Bickley, instructor in economics at the University of Alabama, has 


M. L. Black, Jr., associate professor of accounting at Duke University, will 
be absent on a National Defense Leave for the 1941-42 term, serving as princi- 


ect was 

; 


696 Notes [ September 


pal cost accountant in the Office of Price Administration and Civilian Supply 
Washington. 

J. Russell Boner, instructor in economics, has been granted leave of absence 
for 1941-42 to teach part-time and pursue graduate study in the Colleg 
of Commerce and Business Administration department of economics at the 
University of Illinois. 


D. O. Bowman has resigned as instructor in economics at Purdue University 
to accept a position at the University of Michigan. | 


Robert P. Briggs, associate professor of economics at the University of Michi. 
gan, will spend the year as chief accountant with the War Department, a. 
signed to the Detroit Ordnance District. 


Arthur A. Briglet has been appointed instructor in economics at Massachusetts 
Institute of Technology. 


J. Douglas Brown, director of the industrial relations section in Princeton 


University, is consultant to Sidney Hillman, Labor Division of the Office of 
Production Management. 


Weir M. Brown, who held the Brown-Brookings Fellowship during the past 
academic year, has been awarded a Social Science Research Council Feilow- 
ship for the current year. 


William Adams Brown, Jr., has been promoted from associate professor to 
Eastman professor of political economy at Brown University. During the sum- 
mer he served as collaborating editor of the financial and economic section o! 
the League of Nations at Princeton, New Jersey. 


Louis F. Buckley has resigned his position as associate professor of economics 
at Notre Dame University to accept a position as legislative adviser in th 
Bureau of Employment Security, Social Security Board, Washington. 


Roy J. Bullock has been appointed director of the School of Business Eco 
nomics at the Johns Hopkins University. 


Robert D. Calkins, formerly dean of the College of Commerce of the Un 
versity of California at Berkeley, was appointed dean of the School of Business 
at Columbia University, effective July 1. 


Charles C. Center of the University of Wisconsin has been appointed in 
structor in economics at the University of Alabama, where he will teach courses 
in insurance. 


C. Lawrence Christenson is on leave from Indiana University for the fst 
semester of the current school year to engage in research in trade unionism 1 
Berkeley, California, and Washington. 


John D. Clark, of Cheyenne, Wyoming, has been appointed dean of the 
College of Business Administration of the University of Nebraska to succet! 
Dean J. E. LeRossignol. Dean LeRossignol will continue as professor of & 


nomics, teaching part-time, with the rank of dean emeritus. 


Howard A. Bridgman has accepted a teaching position in the department : 
of economics at Connecticut College. 
} 
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‘mand R. Coleman has been promoted from associate professor to profes- 
ccounting at Washington and Lee University. 


ir G. Coons, professor of economics of the Graduate School, Claremont 
eoes. has been named director of studies of the Graduate School effective 
mber, 1941. 


Howard E. Cooper has been appointed director of the evening courses in 
ess economics at the Johns Hopkins University. 


arl C. Crockett has been promoted to professor of economics and elected 
in of the department of economics, political science, sociology and an- 
ogy at the University of Colorado, for the year 1941-42. 


Kenneth J. Curran of Princeton University has been promoted to the grade 
f assistant professor. 


Edward F. Denison, Jr., has resigned his position as instructor of economics 
t Brown University to accept a position as research economist in the National 
1e Unit of the Department of Commerce, Washington. 


Ralph L. Dewey has resumed the position of principal economist in charge of 
he Transportation Section of the Bureau of Agricultural Economics of the 
United States Department of Agriculture after a year’s absence spent at the 


National Resources Planning Board, participating in its study of transportation 


Dudley Dillard, instructor in economics at the University of Colorado during 
the past year, has been appointed assistant professor of economics at the Uni- 
rsity of Delaware. 


George W. Dowrie, professor of finance in the Graduate School of Business, 
tanford University, was visiting professor at the University of California in 
eles during the summer session. 


s S. Earley of the University of Wisconsin has been promoted to the rank 
ite professor of economics. Mr. Earley, who has been on leave of 
work with the Advisory Commission to the National Defense Council 

, 1940, will resume his work at the University of Wisconsin this fall. 


ranklin Ebersole, professor of finance at the Harvard Graduate School 
ss Administration, has been appointed Edmund Cogswell Converse 
essor of banking and finance, to succeed O. M. W. Sprague who retired 
1941, and was appointed Edmund Cogswell Converse professor 


rtis M. Elliott, of Oregon State College, has been appointed instructor in 
ics and insurance in the College of Business Administration of the Uni- 

versity of Nebraska. 

: Francois H, Elvinger of the University of Louvain will be at Columbia during 

c year 1941-42 as visiting lecturer in the field of marketing. 

Nathanael H. Engle has been appointed professor and director of the Bureau 

: Dusiness Research in the College of Economics and Business at the University 

' Washington, effective September, 1941. 
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Clyde Olin Fisher, of the department of economics at Wesleyan University 
has been appointed to a six-year term on the Public Utilities Commission of th. 
State of Connecticut. During this period Professor Fisher will continue op ; 
part-time basis at Wesleyan University, where he will teach money and bank. 
ing and economic theory. 


Morris E. Garnsey of the University of Colorado, has been appointed cop. 
sultant with the National Resources Planning Board, Rocky Mountain region, fo, 
the summer of 1941. 


Carter Goodrich of Columbia University left for London July 15, to condug 
a study, lasting about six weeks, as special assistant to Ambassador Winant, 


Wytze Gorter, who has served as teaching assistant in economics at Stanford 
University, has resigned to become an instructor in economics at Centr! 
Washington College, Ellensburg, Washington. 


Robert H. Gray, assistant professor of economics and commerce at Washing. 
ton and Lee University, has returned to his teaching duties after a year's leave 
of absence. 


Harold M. Groves of the department of economics of the University of Wis 
consin, has been granted a leave of absence for the academic year 1941-42 to 
serve as consultant to the United States Treasury Department. 


John A. Guthrie, assistant professor of economics at the State College oj 
Washington, was on leave of absence the second semester of 1940-41 ani 
served as economist on the Bureau of Agricultural Economics’ investigation of 
the economic aspects of the Coulee irrigation project. He will return to the 
State College of Washington for the fall semester. 


Charles A. Hales has been promoted to professor of economics at Coloradc 
State College of Education. 


B. F. Haley, head of the department of economics at Stanford Universit 
since 1931, has resigned the headship, but will remain at Stanford as professor 
of economics. 


Ray Ovid Hall has recently been appointed economist in the Monetary Re 
search Division of the Treasury Department. 


Clifford M. Hardin, formerly of Purdue University, has been appointed exten 
sion specialist in marketing, with the rank of instructor, in the department of agri 
cultural economics, University of Wisconsin. 


Ralph Murray Havens, instructor of economics at Duke University during 
the past three years, has accepted a position at Baldwin-Wallace College i 
Berea, Ohio. 


Walter W. Heller has been appointed instructor in economics at the Univer 
sity of Wisconsin and will give courses in public finance. 


Charles W. Herald, instructor in business law at the University of Pittsburg! 
is now connected with the Ordnance Department of the United States gover 
ment. He is stationed in Pittsburgh. 
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C. Hill has been appointed instructor of economics at Wellesley 


Holtzclaw, professor of commerce at University of Kansas, has 
resigned to accept an administrative position with the United States Railroad 
Retirement Board. 


Ralph C. Hon, professor of economics at Southwestern University, taught at 

Duke University during the 1941 summer session and will remain during the 1941- 

> academic year. Professor Hon is the president of the Southern Economics 
ation. 


iney Hoos has resigned from the University of California to accept a 
‘as economist with the Commodity Credit Corporation, Division of Eco- 
s, United States Department of Agriculture, Washington. 


alvin B. Hoover, dean of the Graduate School and professor of economics 
+ Duke University, is at present an economic adviser in the Office of Price 
ministration and Civilian Supply, Washington. 


rd S. Howey has been promoted from associate professor to professor of 
s at the University of Kansas. 


n Ise, professor of economics at the University of Kansas, will be on leave 
the academic year 1941-42 to teach at Amherst College. 


B. Jensen has been promoted from instructor to assistant professor of 
mics at the University of Kansas. 


\| E. Johnson, business analyst for the Bureau of Business Research at 
niversity of Alabama, has been granted leave of absence for 1941-42 to 
instructorship and pursue graduate study in the department of eco- 

t the University of Minnesota. 


Jerome J. Kesselman has been promoted from instructor to assistant profes- 
sor of accounting at the University of Kansas. 


A. Lowell Kirkpatrick, instructor of economics at Brown University, has 
rded the Brown-Brookings Fellowship and will study at the Brookings 
n during the coming academic year. 


Irving Knickerbocker, formerly engaged in consultant work, has been ap- 
in instructor in the industrial relations section of the Massachusetts In- 
titute of Technology department of economics and social science. 


lore J. Kreps, professor of business economics in the Graduate School 
ness, Stanford University, served as assistant to Leon Henderson in the 


of Price Control and Civilian Supply, Washington, during the summer 
hs of 1941, 


nt W. Lanfear, dean of men at the University of Pittsburgh, has been 
i dean of the School of Business Administration. 


Simeon E. Leland taught courses in public finance and the economics of fiscal 
cies in the summer session at the University of Washington, and was lec- 
rer at the Pacific Northwest Banking School, held on the University of 
‘shington campus, August 18 to 29. 
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Don D. Lescohier has been appointed chairman of the department of ep. 
nomics at the University of Wisconsin. 


Richard A. Lester, assistant professor of economics at Duke University, spent 
the summer in Washington, in the Office of Price Administration and Civilian 
Supply. During the 1941-42 term he will be on leave to do post-doctoral tc. 
search in wage and employment policies and their effects on labor markets on 
a Social Science Research fellowship. 


Oscar F. Litterer of the University of Wisconsin has been appointed instruc. 
tor in statistics and business research in the College of Business Administra. 
tion of the University of Nebraska. 


Arthur N. Lorig spent the summer as a special accountant in the United 
States Engineers Office, Geiger Field, Spokane, Washington. 


James W. Martin, director of the Bureau of Business Research at the Uni 
versity of Kentucky, was made available during the summer to the Governor and 
newly authorized Director of Revenue of Colorado to work out and install an 
administrative plan, which became operative July 1, for handling Colorado 
state revenues, heretofore scattered among numerous agencies. 


James A. Maxwell, professor of economics at Clark University, spent the 
summer in New York with the National Bureau of Economic Research on a 
project for financing the defense program. 


R. C. McCrea retired July 1, as dean of the School of Business at Columbia 
University. 


J. Milton McDaniel has been promoted to professor of economics at Dart: 
mouth College. 


B. T. McGraw, professor of economics of Lincoln University since December, 
1940, who has been serving as a senior economic consultant on French War 
Finance Policies in the Price Stabilization Division of the Council of Nationa! 
Defense, recently changed to the Office of Price Administration and Civilian 


Supply. 
Eliot G. Mears of Stanford University was a delegate of the Department of 


State at the Third General Assembly, Pan American Institute of Geography 
and History, held at Lima, Peru, March 30-April 8. 


Otto von Mering will lecture in economics at Tufts College during the year 
1941-42. 


H. B. Moore of the University of Kentucky has accepted a temporary appoint: 
ment as industrial analyst in the Bureau of Labor Statistics, Washington. 


Herbert C. Morse has been appointed assistant professor of economics 2 
Antioch College. 


Donald F. Mulvihill has been appointed instructor in economics at the 
University of Alabama. 


Harold G. Murphy, instructor in economics at Emory University Schoo! of 
Business Administration, has received a fellowship from the General Educa- 
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‘ion Board to study and do special research work in marketing at the Harvard 
University Graduate School of Business Administration during the year 1941-42. 


Alfred C. Neal has returned to Brown University to take up his teaching 
duties in the department of economics after being absent for study under a 
Social Science Research Council fellowship. 


William Hord Nicholls, assistant professor of economics, Iowa State College, 
has received a Social Science Research Council fellowship for post-doctoral re- 
search training in economics, sociology and law, 


Paul H. Nystrom of Columbia University will be on leave of absence during 
the academic year 1941-42. 


Albert L. Olson has been advanced to the rank of professor and head of 
he department of economics at Marshall College. 


tne 


Ichn E. Orchard of Columbia University is working with the National Re- 
sources Planning Board, Washington. 


Melchior Palyi has been appointed visiting pen ged of economics at the Uni- 
versity of Wisconsin for the year 1941-42 and will give courses in international 
trade, international finance, and development of economic policies. 


M. Ogden Phillips has been promoted from associate professor to professor 
f economics and commerce at Washington and Lee University. 


Paul Pigors, formerly of Tufts College, has been appointed associate —, 
sor in the industrial relations section of the department of economics and social 
science at Massachusetts Institute of Technology. 


Kenyon E. Poole of the department of economics, Brown University, served 
in a research capacity in the Division of Monetary Research of the Treasury 
Department during the summer. 


Robert G. Rodkey, professor of banking and finance in the School of Busi- 
ness Administration, University of Michigan, was visiting professor in the 
Graduate School of Business, Stanford University, during the 1941 summer 


Juarter 


Robert Vincent Rosa of Harvard University has been named assistant in 
statistics in the department of economics and social science, Massachusetts In- 
stitute of Technology. 


J. Wilner Sanderson has been advanced to the rank of assistant professor 
{ economics at Rutgers University. 


_Oliver Sarosi spent the 1940-41 academic year as visiting fellow of the 
Graduate School of Princeton University. 


James D. Scott of Hobart College has been appointed associate professor in 
political economy at the Johns Hopkins University. 

Joseph C. Seibert, lecturer at Northwestern University and economist for Shaw 
n¢ Company of Chicago, has been appointed assistant professor of Business 


Administration at the Emory University School of Business Administration. 


an 
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Leroy A. Shattuck, instructor in economics at Dartmouth College, took a posi- 
tion with the duPont de Nemours Company at Deepwater Point, New Jersey, 
for the summer. J 


Edward S. Shaw, associate professor of economics at Stanford University, has 
been appointed acting head of the department of economics, 


James H. Shoemaker of the department of economics, Brown University, was 
engaged in research work for the Office of Administrator of Export Control! 


during the spring and summer. 


Edward C. Simmons, assistant professor of economics at the University of 
Michigan, has received a Social Science Research Council fellowship for post: 
doctoral research training in federal monetary policy and will spend the aca. 
demic year 1941-42 in Washington. 


Arne Skaug of the University of Oslo, who has been in the United States 
on a Rockefeller Fellowship for nearly two years, has been appointed assistant 
professor of economics at the University of Wisconsin and will give courses 
in statistics and business cycles the second semester of 1941-42. 


Sumner H. Slichter, professor of business economics in the Graduate School 
of Business Administration, Harvard University, was visiting professor in the 
Graduate School of Business, Stanford University, during the first term of the 
1941 summer quarter. 


Margaret G. Smith has been appointed instructor in the department of eco- 
nomics and sociology at the New Jersey College for Women, 


T. H. Smith of the University of Wisconsin has been appointed instructor 
in economics at Purdue University. 


Clifford D. Spangler, assistant professor of economics in the College of 
Business Administration of the University of Nebraska, has resigned to accept 
a position as actuary with the Royal Highlanders Insurance Company of Lincoln. 


Joseph J. Spengler, professor of economics at Duke University, will be on 
leave during the first term of the 1941-42 academic year. 


W. A. Spurr, associate professor of statistics and acting chairman of the d 
partment of business research of the College of Business Administration of the 
University of Nebraska, has been granted a year’s leave of absence to accept 
a position as business consultant with the Regional Research Unit of the De- 
partment of Commerce in Washington. 


Sydney Sufrin has resigned as an instructor at Ohio State University to a 
cept employment with the Office of Production Management. 


William G. Sutcliffe has been appointed dean of Boston University College 
of Business Administration to succeed Dean Everett W. Lord. 


Ernst W. Swanson has been promoted from assistant professor to associate 
professor of business administration at the State College of Washington. 


J. H. Taggart of the University of Kansas has been granted leave of absence 
to accept an appointment as a regional business adviser for the Bureau 0! 
Foreign and Domestic Commerce. 
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Lorie Tarshis has returned to Tufts College after a year's leave of absence 
at with the National Bureau of Economic Research. 


Howard M. Teaf, Jr., of Haverford College has been granted a leave of 
bsence for the first term of the year 1941-42 to serve with the Federal Home 
‘oan Bank Board in New York. 


Herman P. Thomas of the University of Richmond will spend the coming 
vear in the Graduate School of Business Administration of Harvard University, 
monetary and banking theory and practice and carrying on research 
n a grant by the General Education Board of New York. 


D, W. Thompson, who last year acted as head of the department of economics 
+ Howard University, Birmingham, has been appointed assistant professor of 
ounting at Butler University for the year 1941-42. 


Harold Tipton, instructor in economics at the University of Colorado, has 
ned to take a position assisting the House of Representatives committee 
rating national defense migration. 


William W. Tongue of the University of Chicago has accepted a position as 
tructor in economics at Coe College. 


Kenneth Lewis Trefftzs of the Carnegie Institute of Technology has been 
pointed assistant professor of banking and finance in the College of Com- 
rce, University of Southern California, for the year 1941-42. 


Daniel C. Vandermeulen of Harvard University has been appointed instructor 


e, Massachusetts Institute of Technology. 


Robert Henry Van Voorhis has been appointed as an instructor of accounting 
t Duke University for 1941-42. 


Weldon Welfling, instructor in economics at Duke University during the past 
ree years, has accepted a position at Baldwin-Wallace College in Berea, Ohio. 


Miriam E. West, assistant professor of economics, New Jersey College for 
has been granted leave of absence during the first semester of the year 
in order to undertake research for the Federal Works Agency on the eco- 

ics Of defense housing projects. 


Alfred H. Williams has resigned as dean of the Wharton School of Finance 
ind Commerce of the University of Pennsylvania and on July 1 became president 
the Federal Reserve Bank of Philadelphia. 


Edwin E. Witte of the department of economics at the University of Wisconsin 
granted a leave of absence for the first semester of the coming academic 
tr to work on a book on the history of social security. 


|. Raymond Ylitalo, instructor in economics at the University of Alabama, 
resigned to accept a position with the Federal Bureau of Investigation. 
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THIRTY-EIGHTH LIST OF DOCTORAL DISSERTATIONS IN POLITICAL 
ECONOMY IN PROGRESS IN AMERICAN UNIVERSITIES 
AND COLLEGES 


Students whose period of continuous non-residence exceeds three years are omitted from 
the list. The last date given is the probable date of completion. 

The first list of this kind was dated January 1, 1904, and was sent to all members, but 
not regularly bound in the publications. A notation as to the earlier lists, extending from 
1905 to 1927, may be found in the Review for September, 1927, page 574. Annual lists 
thereafter are to be found in the September number of the Review for each year. 

The present list specifies doctoral dissertations completed and accepted by the various 
universities, and, in cases where a publishing company was reported, this has been given 
Titles not marked “completed” are assumed to be still in preparation. The list represents 
the status of the several theses on May 1, 1940, except for a few items later reported as 
completed or published. 


Economic Theory; General Works 


ADOLPH GRAUDAN ABRAMSON, A.B., West Virginia, 1929; A.M., Brown, 1936. Theories 
and measures of competition. 1941. Brown, Completed. 

SIDNEY S. ALEXANDER, S.B., Harvard, 1936; A.M., 1938. Theory of resource utilization 
1942. Harvard. 

Ciay J. ANDERSON, Ph.D., Michigan, 1941. Economic stabilization by means of public 
works: a historical view. Accepted. 

IvAR AXELSON, A.B., Yale, 1919; A.M., Oklahoma, 1928. Process of savings and invest 
ment. 1942. Columbia. 

RoBERT BABBITT BANGS, A.B., Coe, 1935; A.M. Tufts, 1937. Leading problems in the 
theory of capital, income and employment. 1941. Brown. Completed. 

RoBerT M. Biccs, A.B., Wayne, 1939; A.M., Michigan, 1940. The historical development 
of the concept of capital. 1944. Michigan. 

JouN M. Bram, B.A., Tulane, 1936. A study of value and wages in selected industries 
American. Accepted. 

SAMUEL E. M. BRENHOUSE, A.B., McGill, 1933; M.A.. 1934. Profit and equilibrium—a 
study in the dynamics of balance. 1943. Columbia. 

Weir Messick Brown, A.B., Oberlin, 1936; A.M., Brown, 1938. An examination of the 
concept and measures of economic maturity. 1942. Brown. 

YALE BROZEN, A.B., Chicago, 1939. Some economic aspects of technological change. 194! 
Chicago. 

JosepH CARWELL, A.B., N.Y., 1935; A.M., Columbia, 1939. History of post-Marxian 
socialism. 1942. Columbia. 

Joet G. Cotton, A.B., College of the City of New York, 1937; M.S., 1938; M.A,, ¢ 
lumbia, 1940. Position of the laborer in French mercantilist thought, 1700-1750. 1942 
Columbia. 

WiILtiAM HENRY CONLEY, B.C.S., Loyola, 1930; M.B.A., Northwestern, 1932. Modern 
interpretation of the economics of ‘Thomas Aquinas. 1941. Northwestern. 

BERNARD WILLIAM Dempsey, Ph.D., Harvard, 1940. A comparative study in interest 
theories. Accepted. 

WILLIAM DiaMonp, A.B., Johns Hopkins, 1937. President Wilson’s concept of American 
economy. 1942, Johns Hopkins. 

LEONARD Doy te, A.B., Antioch; A.M., Ohio, 1937. The relationship between cost an¢ 
selling price for the individual firm in economic theory and in cost accounting theory 
Ohio State. 

James S. DuEsENBERRY, A.B., Michigan, 1939. Wages in the automobile industry 
Michigan. 

Lez Grover, B.S., Alabama, 1922; A.B., 1922; A.M., Chicago, 1928. Fixed and varia' 
costs and their application in cost analysis. 1944. Columbia. 
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' erETT EINAR HAGEN, A.B., St. Olaf, 1927; A.M., Wisconsin, 1932. Capital accumula- 
| tion and the distribution of income. 1941. Wisconsin. Completed. 
G1 ORGE HERBERT HILDEBRAND, JR., A.B., California, 1934. Development and present 
status of wage theory, with application to public policy. 1941. Cornell. 
\. THOMAS KENNEDY, A.B., Swarthmore, 1934. Theory of unemployment due to mechani- 
zation, 1942. Pennsylvania. 
FuzABETH P. LAM, A.B., William and Mary, 1928; A.M., Chicago, 1930. The place of 
{arxist ideology in Christian social philosophy. 1941. Chicago. 
Love, B.S., North East State Teachers College of Missouri, 1932; M.A., Texas, 
37. History of incremental cost-price theory. 1942. Texas. 
z& B. MCGoWEN, Ph.D., Illinois, 1940. Logical transaction analysis. Accepted. 
coRGE T. MATTHEWS, A.B., Columbia, 1939; A.M., 1940. Economic ideas of the 
philosophers. 1942. Columbia. 
Max Fi ANKLIN MILLIKAN, B.S., Yale, 1935. The equilibrium of the firm under condi- 
ns of imperfect competition. 1941. Yale. 
BERT CARPENTER Morse, A.B., Oberlin, 1932; A.M., Columbia, 1941. Essays in the 
eory of trade, 1942. Columbia. 
WitttAM Horp NICHOLLS, Ph.D., Harvard, 1941. A theoretical analysis of imperfect 
mpetition, with special application to the agricultural industries. Accepted. 
TOULMIN NICHOLS, A.B., DePauw, 1929. Theory and measurement of national 
income. 1941. Chicago. 
ArFRED RICHARD OXENFELDT, B.S., Pennsylvania, 1937; A.M., Columbia, 1938. The 
workings of free enterprise, 1941. Columbia. 
an L. Rirrer, A.B., DePauw, 1935. A study of the flow of capital required to main- 
n the proper balance in our economic organization. 1942. Wisconsin. 
David ROCKEFELLER, Ph.D., Chicago, 1940. Unused capital resources and waste. Ac- 


. A. SAMUELSON, Ph.D., Harvard, 1941. The observational significance of economic 
study in the foundations of analytical economics, Accepted. 
iAEL SAPIR, A.B., Yale, 1934. Economic theory and the concept of exploitation in 
cted writers. 1941. Chicago. 
e SCHULLER, B.S., New York, 1931. Bargaining power in relation to the determina- 
n of prices and incomes. 1941. Columbia. 
LAM H. SHAW, A.B., Columbia, 1930; A.M., 1931. Commodity flow and capital for- 
tion, 1879-1919. 1942. Columbia. 
INIA B, SLOAN, B.A., Texas, 1925; M.A., 1928. Social attitudes toward poverty and 
s distinctions implicit in classical economic literature. Texas. Accepted. 
LIAM JORDAN JOSEPH SMITH, A.B., Texas. Theories of capital formation between the 
world wars. 1943. Duke. 
M. Somers, B. of Com., Toronto, 1937. Statistical and theoretical analysis of 
national income. California. 
MES HARTMANN Stauss, A.B., Grinnell, 1936; S.M., Iowa State, 1937. History and 
criticism of American theories of profit. 1942. Wisconsin. 
BEL FRANCES TIMLIN, Ph.D., Washington, 1940. Keynesian economics: a synthesis. 


SPENCER VICKERY, B.S., Yale, 1935; A.M., Columbia, 1937. Behavior of 
narginal costs. 1941. Columbia. 
Ramsay Woop, M.A., New College, Columbia, 1936. Conditions of oligopoly and oli- 
psony, 1942. Columbia. 


McCorp WRIGHT, Ph.D., Harvard, 1940. The creation of purchasing power. Ac- 
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Paut H BEIK, A.B., Union, 1935; A.M., New York Teachers, 1938; A.M., Columbia, 
blic finance in Provence before the French Revolution. 1942. Columbia. 
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Wyatt W. BetcHer, A.B., Oklahoma, 1932; A.M., 1932. Economic rivalry between §; 
Louis and Chicago, 1850-1880. 1942. Columbia. 

MARION D. Bonz, A.B., Rockford, 1928; A.M., 'llinois, 1929. George M. Pullman and 
the Pullman Company. 1941. Chicago. 

GrorGce Hay Brown, A.B., Oberlin, 1929; M.B.A., Harvard, 1931. The economic posi 
tion of New Zealand. 1941. Chicago. 

MIRON Burain, S.B., Harvard, 1929. The economic aspects of Argentine federalism. 19? 
1852. 1941. Harvard. 

THEODORE COHEN, B.S.S., College of the City of New York, 1938; A.M., Columbia, 193 
Merchant capital in feudal Japan. 1942. Columbia. 

Puitip A. Crow1, A.B., Swarthmore, 1936; M.A., Iowa, 1939. The critical period jn 
Maryland, 1782-1787. 1941. Johns Hopkins. 

RANDLE EpWIN DAHL, A.B., Clark, 1929; A.M., 1933. A history of the watch indust 
in the United States. 1941. Clark. 

Epwarp G. DANIEL, A.B., Oregon, 1929; A.M., 1929. History of the United States post 
policy, 1829-1862. 1942. Harvard. 

PETER H. DEeLaney II, A.B., Yale, 1937; A.M., 1939. Economic readjustments in Rhod 
Island, 1783-1800. 1942. Columbia. 

FREDERICK LEwIs DEMING, A.B., Washington University, 1934; A.M., 1935. Boatmen’s 
National Bank, 1847. 1941. Washington University. 

Dubey DiLvarp, B.S., California, 1935. Proudhon Gesell and Keynes; an investigation 
of some “‘anti-Marxian socialist’ antecedents of Keynes's General Theory of Employ 
ment, Interest and Money. California. Accepted. 

James H. EAsterBy, A.B., Charleston, 1920; A.M., Harvard, 1922. The South Carolina 
rice plantation as revealed in the papers of Robert F. W. Allston. 1941. Chicago. 

FREDERIC JOEL ERICSON, Ph.D., Chicago, 1940. The British colonial system and the ques 
tion of change of policy on the eve of the American revolution. Accepted. 

E. BLAND FAIRCLOTH, B.S., Virginia, 1939; A.M., Chicago, 1939. A history of the stock 
yards of Chicago. 1941. Chicago. 

ExNst FLotow, B.A., Valparaiso, 1936. The congress of German economists and its in 
fluence on the economic and social legislation of Prussia and Germany. 1942. American 

JOHN WILLIAM FREDRICKSON, S.B., Northwestern, 1938. The American merchant marin 
1820-1860. 1942. Chicago. 

RupOLF W. FREYHAN. Reciprocal reactions and repercussions of the economic and 
political decay of the ruling class in the early Victorian age. 1941. Chicago. 

WILLIAM BRYAM GaTESs, JR., A.B., Williams, 1939. Government reorientation of socia 
and economic life during the Civil War: a study of federal, state, and local controls 
Over economic activity in the North, 1861-1865. 1941. Chicago. 

LEON GOLDENBERG, Ph.D., Northwestern, 1941. Income and savings in France, 187 
1914. Northwestern. Accepted. 

Criype E. Hewitt, A.B., Aurora, 1937; A.M., Chicago, 1939. Venezuela and the origi 
of dollar diplomacy. 1941. Chicago. 

WILLERY JACKSON, A.B., Mississippi State College for Women, 1921. The repudiati 
of the Planters’ Bank and the Mississippi Union Bank bonds. 1942. Columbia. 

Douctas JAMES, B.S., Princeton, 1929; A.M., Columbia, 1931. The commercial relations 
of the Levant with Western Europe, 1815-1869. 1942. Columbia. 

MADISON ALEXANDER KUHN, Ph.D., Chicago, 1940. Economic issues and the rise of t 
Republican Party in the Northwest. Accepted. 

JouNn A. LevaNpis, B.S., Delaware, 1921; A.M., Columbia, 1922. The history of inter 
national financial control in Greece. 1942. Columbia. 

D. E. McCown, A.B., California, 1932. An historical study of the material culture 
Iran before the middle of the third millennium B.C. 1941. Chicago. 

HuGH SAGER MEAD, A.B., Chicago, 1900. The economic development of the 
Islands during the American administration. 1941. Chicago. 

EUGENE ABRAHAM Myers, A.B., Pittsburgh, 1934; A.M., 1936. An analysis of consti! 
tional and legislative tax provisions in Pennsylvania, 1682-1790. 1942. Pittsburgh 
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s W. Pau, B.S.S.T.C., Troy (Alabama), 1932; B.D., Southern Methodist, 1935; 
AM,, 1935. Trade and politics in Palestine during the bronze age. 1941. Chicago. 
new WARREN PIERPONT, A.B., Washington and Lee, 1928; M.B.A., Harvard, 1931. 
nomic history of Burlington, North Carolina; a case study in recent industrializa- 
rion. 1942. North Carolina. 
syMOND ADRIEN De Roover, L.S.C.F., Institut Sup. de Commerce, 1924; M.B.A., Har- 
38. Banking, money, and credit in medieval Bruges; merchant-bankers, lombards, 
changers, and usurers. 1942. Chicago. 
vis ADRIAN SCHMIDT, A.B., Lawrence, 1933; A.M., Tufts, 1935. The economic develop- 
ment of Brazil. 1941. Chicago. 
WARREN CANDLER SCOVILLE, Ph.D., Chicago, 1940. A history of the French glass in- 
try from 1640 to 1740. Accepted. 
SHIGETO TsURU, Fh.D., Harvard, 1940. Development of capitalism and of business cycles 
n, 1868-1897. Accepted. 
WILBUR, JR., A.B., Washington and Lee, 1937. The influence of Fabian 
m on the Liberal Party. 1942. Columbia. 
» B. WiLtiAMS, A.B., Morehouse, 1927; A.M., Atlanta, 1937. The negro in in- 
y in the ante-bellum South. 1942. Columbia. 
.. WOLFBEIN, M.A., Columbia, 1937. The New Bedford depressed area. 1942. 


ParoN WESLEY YODER, A.B., Goshen, 1935; A.M., Indiana, 1936. The paper money 
vement in colonial and revolutionary Pennsylvania. 1942. Indiana. 
ert MAURICE YORK, A.B., Bates, 1937; A.M., Clark, 1939. George B. Cheever. 1941. 


Statistics; Economic Mathematics; Accounting 


ADAMSON, A.B., Indiana, 1928; A.M., 1937. The measurement of income 
ll geographic areas. 1943. Columbia. 
p G. Avery, Ph.D., Columbia, 1940. Accounting for depreciable fixed assets. Ac- 
(Printed privately.) 
r G. BAuscH, B.S., Creighton, 1932; M.S., Illinois, 1933. The relation between 
inting and certain recent developments in the statutory law of business corporations. 
H L. Boyp, B.S., Illinois State Normal, 1930; M.S., Illinois, 1932. A study of C.P.A. 
gislation in the United States—1896-1940. 1941. Illinois. 
Victor BRINK, Ph.D., Columbia, 1941. Internal auditing. Accepted. (Ronald Press, New 
rk, 1941.) 
ESLIE JAMES BUCHAN, B.S., Illinois, 1922; M.S., 1923. A critical analysis of certain 
formulations of accounting principles. Illinois. 
GH Roy Burton, B.S., Kansas State Teachers, 1927; M.S., 1935. Life insurance 
inting in selected states. 1941. Nebraska. 
KER E. CAMPBELL, B.S., Illinois, 1928; M.S., 1932. Educational preparation for pro- 
nal accountancy. 1941. Illinois. 
s M. CARRITHERS, A.B., Coe, 1936; M.S., Iowa State, 1937. The accounting view 
the nature of business transactions. 1942. Illinois. 
MAS GREGORY CHARTERS, A.B., Manhattan, 1927; M.A., Canisius, 1929. Financial 
tements. 1944. Columbia. 
1 CRESHKOFF, B.A., Pennsylvania, 1937. Statistics of the national measurement 
th and debt. 1942, Pennsylvania. 
r I. Dickey, B.S., Connecticut Wesleyan, 1930; M.S., Illinois, 1939. Accounting 
‘ ts of federal incorporation. 1942. Illinois. 
SERT LIVINGSTON Drxon, B.A., Michigan, 1930; M.B.A., 1931. The income statement. 


R Roy Garrett, B.S., 1932; M.B.A., 1933; A.M., 1934, California. A compara- 
t f the statutory provisions relating to selected phases of the net-worth section 
corporate balance sheet. 1941. California. Accepted. 


ber 1941 
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EvERETT H. JOHNSON, A.B., DePauw, 1926; A.M., Lehigh, 1929. The time factor in co; 
relation with reference to certain forecasting problems in business. 1942. Michigan. 
Louis M. KeEss_er, B.S., Illinois, 1935; M.S., 1937. The influence upon accounting theory 
and practice of the regulatory control administered by the securities and exchange com. 

mission. 1942. Illinois. 

EDWARD J. KIRKHAM, B.S., Miami, 1934; M.S., Illinois, 1936. Changing concepts of de. 
preciation. 1942. Illinois. 

HENRY AUGUST KRIEBEL, B.S., Lehigh, 1932; A.M., 1937. Special purpose financial stat. 
ments. 1942. Columbia. 

CHARLES LAMDEN, A.B., California, 1937; M.A., 1939. Legal problems in corporate x. 
counting. California. 

DANIEL Lipsky, A.B., Columbia, 1931; M.S., 1934. A reéxamination of accounting prin. 
ciples and some applications with particular reference to published reports: in part, ; 
synthesis of several controversial suggestions. 1942. Columbia. 

DoNnALD R. LONGMAN, A.B., Oberlin, 1932; M.B.A., Harvard, 1934. Accounting for dis 
tribution costs. Columbia. 

NILAN E, Norris, Ph.D., Stanford, 1930; A.M., 1932. Some contributions to the theon 
of statistical averages. 1940. Stanford. Accepted. 

LEO ROSENBLUM, B.S., Columbia, 1926; M.S., 1927. The accounting problems underlying 
the adjustment of merchandise losses. 1942. Columbia. 
CHARLES P. SLATER, B.S., Illinois, 1928; M.S., 1936. Divergencies in the accounting con 

cepts of cost. 1942. Illinois. 

JoHN HENRY SMITH, A.B., Iowa State Teachers, 1935; M.B.A., Chicago, 1939, The 
general problem of deflation in analyses of economic series. 1941. Chicago. 

Victor EARLE SMITH, Ph.D., Northwestern, 1940. An application and critique of certain 
methods for the determination of a statistical production function for the Canadian 
automobile industry, 1917-1930. 1940. Northwestern. Accepted. 

WILLIAM JOSEPH VATTER, B.S., Miami, 1934; M.B.A., Chicago, 1937. An application 
of measurement theory to accounting procedures. 1941. Chicago. 

HERSCHEL LEE WALDRON, A.B., Hendrix, 1924; S.M., Oklahoma Agricultural an 
Mechanical College, 1932; S.B., Central State Teachers, 1938. State supervision 
municipal accounting. 1941. Chicago. 

HAROLD H. WEIN, B.S.S., College of the City of New York, 1936; A.M., Columbia, 193 
Reliability of statistical formulae. 1942. Columbia. 


Business Cycles and Fluctuations 


CLay J. ANDERSON, Ph.D., Michigan, 1941. Economic stabilization by means of pub 
works: a historical view. Accepted. 

GEORGE LELAND BACH, Ph.D., Chicago, 1940. Price level stabilization: some theoretica 
and practical considerations. Accepted. 

PAUL BARNETT, Ph.D., Chicago, 1940. Business cycle theory in the United States fron 
1860 to 1900. Accepted. 

ROLAND BuFOoRD BRANDIS, JR., A.B., Richmond, 1937; A.M., Duke, 1939. War ac 
prices. 1942. Duke. 

CourTNEY C. Brown, B.S., Dartmouth, 1926. Liquidity and instability. Columbia, A 
cepted. (Columbia University Press.) 

Wes.Ley C. CLarK, A.B., Marietta (Ohio), 1930; M.A., Pennsylvania, 1938. The effect 
of economic changes on a president's popularity. 1942. Pennsylvania. 

SHERWOOD MONROE FINE, A.B., New York, 1936; A.M., Columbia, 1937. Compensatoy 
spending policy and business activity. 1942. Columbia. 

JOHN MITCHELL FIRESTONE, B.S., College of the City of New York, 1930; M.B.A., 195 
A statistical analysis of cyclical behavior of federal revenues. 1941. Columbia 

SHAN-Kwe! Fone, B.S., Chiao-Tung, 1936; A.M., Harvard, 1938. International aspec’ 
of business cycles. 1941. Harvard. 

JoHN WapsworTH GUNTER, B.S., North Carolina, 1935; A.M. 1939. A factor analys’ 
of wholesale commodity price movements. 1942. North Carolina. 


Public Finance; Fiscal Policy; Taxation 709 


¢ GuyTON, A.B., Colorado State College of Education, 1940. Business annals of 
‘ re and Maryland, 1943. Johms Hopkins. 
a 1 CrosBY HALLOWELL, A.B., Wesleyan, 1936; A.M., 1938. International capital 
yements and business fluctuations. 1941. Princeton. 
wn B. HANNAY, A.B., Washington, 1936; A.M., Stanford, 1937. The rdle of machine- 
| industry in business cycles. 1942. Princeton. 
MurrAY HAVENS, Ph.D., Duke, 1941. Laissez-faire in the United States during 
nineteenth century depressions. 1941. Duke. Accepted. 
tp BURKE HorTON, B.B.A., Texas, 1937; M.B.A., 1938. The relationship between 
-ricultural commodity price fluctuations and business cycles in the United States (1918- 
1939). 1944, Columbia. 
; Hsien, B.A., Yenching, 1934; A.M., Harvard, 1938. The downturn of 1929. An 
t at verification of some leading cycle theories. 1941. Harvard. 
r W. KNAUBER, B.S., City College of New York, 1939; M.S., 1940. The economic 
implications of deficit financing. 1942. Fordham. 
PRANK Leroy KIDNER, A.B., California, 1938. A study of California business cycles, 1918- 
{1. Columbia. 
RSEN, Stud., U. of Copenhagen, 1930-36; London School of Economics, 1938. 
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policies. 1942. New York. 

Leo F. Puiruips, B.S., Washington and Jefferson, 1938. Investment practice: a study 
the estates probated in the Orphans Court of Baltimore. 1941. Johns Hopkin: 
WiILBuR K. PIERPONT, A.B., Central State Teachers, 1934; M.B.A., Michigan, 1938 
counting for investors in the administration of the Securities and Exchange Comi 

1942. Michigan. 

WILLIAM A. ScCHRAG, B.S., Temple; M.B.A., Harvard. The financial policies of th 
can rayon industry. 1942. New York, 

ROBERT LYMAN SMITH, A.B., Oberlin, 1933; A.M., 1934. Fixed asset valuation 
securities act of 1933. 1941. Cornell. 

LEO SpuRRIER, Ph.D., Chicago, 1940. Common stocks and bonds listed on the Nev 
Stock Exchange as long-term investments. Accepted. 

JOHN WESLEY STERNBERG, B.A., DePauw, 1919. Disposition of funded debt of corporat 
undergoing reorganization, 1918-1938. 1942. American. 

RAYMOND VERNON, Ph.D., Columbia, 1941. The regulation of stock exchange me 
Accepted. (Published by Columbia University Press.) 

PAUL FRANCIS WENDT, M.A., Columbia, 1935. The classification and experience 
customers of a typical New York Stock Exchange firm. Columbia. Accepted 

JOHN B. WitiAMs, Ph.D., Harvard, 1940. The theory of investment value. Accepted 

A. C. Wirt, B.S., Pennsylvania, 1925. A study of workmen’s compensation carri¢ 
Pennsylvania. 1942, Pennsylvania. 


uy 


Public Control of Business; Public Administration 


GeorGE P. ADAMS, Jr., A.B., Harvard, 1929. The scope and significance of government 
price control in wartime. 1940. California, Accepted. 

WILLIAM WAGER Cooper, A.B., Chicago, 1938, The economics of government 
tions. 1944. Columbia. 
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lr. Demnzer, A.B., Michigan, 1932; M.B.A., 1933. Government price fixing. 
Michigan. 
sNK, B.S.S., College of the City of New York, 1936; A.M., Columbia, 1938. 
the growth of industry. 1942. Columbia. 
ELLMAN, A.B., Columbia, 1934. Regulation by government competition. 1942. 


Juty, A.B., Columbia, 1938; A.M., 1939. Government regulation of the 
Columbia. 

INGENFELD, B.A., Amherst, 1913. The Walsh-Healy act: a case study in 
nistration. 1942. American. 
sON, B.A., Stephen F. Austin State Teachers, 1928; M.A., Texas, 1929. Social 
business in Panama. 1942. Texas. 

B.A., Texas, 1933; M.A., 1935. Economic effects of the American patent 
Texas. 

[LLIAM RUTHERFORD, B.A., Missouri, 1913; M.A., Harvard, 1916. Metropolitan 

f the District of Columbia. 1942, American. 

F. Stepp, A.B., Berea, 1938; M.A., Virginia, 1940. Economic and administrative 
ilk marketing in Virginia under the state milk commission. 1942. Virginia. 
S M, B.B.A., College of the City of New York; LL.B., Brooklyn Law School, 
M.S., Columbia, 1940. The effect of antitrust laws on the motion picture industry. 


HARTZEL STYRON, B.A., Texas, 1939; M.A., 1940. Government in business. 1942. 


THOMAS, JR., B.S., Monmouth, 1936; M.S., Illinois, 1937. Accounting as an 
pliance with the Robinson-Patman act. 1941. I/linois. 


Industrial Organization; Business Methods and Policies 


\RCHIBALD, A.B., California, 1936. A study of price fixing from the point of 
effects of price rigidities. Cal/fornia. 
Beccs, B.A., Washington, 1935. The concept of capacity in industrial 
Stanford. 
LT BreEBER, B.S., Franklin and Marshall, 1937; M.A., Pittsburgh, 1940. The 
position of cotton and the other textile fibers. 1941. Pittsburgh. 
SCHWEINITZ BRUNNER, A.B., Dartmouth, 1935. Price policies in the meat- 
try. 1942. Columbia. 
K, B.C.S., New York; M.C.S. Monopoly and competition in the American 
1941. New York. Accepted. 
3UNY, Diplomvolkswirt, Berlin, 1936. The function of the large corpora- 
the fascist and democratic systems, with particular reference to Germany. 
‘ 
.. GARDNER, A.B., Sioux Falls, 1939; A.M., South Dakota, 1940. The expansion 
ns. 1943. Johns Hopkins. 
rLER, B.A., Queens, 1939. Problems of Canadian industrial organization. 


GETTELL, A.B., Amherst, 1933. Pluralistic competition with an illustrative 
f the rubber tire industry. 1940. California. Accepted. 
OOK GRIFFITH, A.B., Hampden-Sydney, 1936; M.A., Virginia, 1939. 
f the economic relations between the tin plate, tin can, and canning indus- 
nia. 1940. Virginia. Accepted. 
HocaN, B.S., Fordham, 1939; M.A., 1940. The effect of imposed price 
n the steel industry. 1943. Fordham. 
FF, A.B., Pennsylvania, 1927. The locus of entrepreneurship in large 
ions. 1941, Pennsylvania. 
D KAMSKY, B.S., Richmond, 1939. Economic control in the motion picture industry. 
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ALAN C. LANYON, B.S., Johns Hopkins, 1936. Anthracite capital and labor, 1925-194 
1941. Johns Hopkins. 

KENNETH G. MATHESON, JR., Ph.D., Pennsylvania, 1940. Monopoly as a cause of price 
rigidity. Accepted. 

Maurice Moonitz, Ph.D., California, 1941. Obsolescence, industrial policy and the 
problem of economic stability. Accepted. 

ALFRED CLARENCE NEAL, A.B., California, 1934. The economic consequences of industriz 
concentration and their relation to public theory. 1941. Brown. 

RoGER S. NELSON, B.A., Yankton, 1935. Rigid prices in the construction industry. C,jj. 
fornia. 

GEORGE M. POLLARD, A.B., George Washington, 1934; A.M., 1939. Cotton seed oil ip 
the industrial complex. 1942. Columbia. 

Roy A. Prewitt, A.B., Missouri, 1937. Pipe lines in relation to the structure and contr 
of the petroleum industry. 1942. Cornell. 

ROYAL H. Ray, A.B., DePauw, 1927; A.M., Wisconsin, 1935. Integration in the America: 
newspaper industry. 1942. Columbia. 

EVAN OWEN Roberts, A.B., Wisconsin, 1929; A.M., 1938. Corporate procurement policy 
its practice and economic implications. 1943. Wisconsin. 

MARK N. ROSENFELT, A.B., Harvard, 1933. The theory of corporate enterprise. 1942 
Harvard. 

GEORGE ROBERT TERRY, C.E., Cincinnati, 1930; M.B.A., Northwestern, 1939. Marketing 
activities in the petroleum industry of the United States, with particular reference 
the subject of price stabiliztion. 1942. Northwestern. 

GeorGeE W. TOMLIN, Jr., B.S., South Carolina, 1935. Monopoly as a cause of pric 
rigidity. 1942. Pennsylvania. 

SIDNEY WEINTRAUB, Ph.D., New York, 1941. Monopoly and the economic system, A 
cepted. 

WALTER McCAMPBELL Woop, A.B., King, 1929. The effect of codperative purchasing 
under conditions of imperfect competition. 1942. Virginia. 


Marketing; Domestic Trade 


Puitip CALVIN ALBERTSON, A.B., College of Idaho, 1927; A.M., California, 1938. Som 
economic aspects of the theory and practice of marketing control under the California 
pro-rate act, with special reference to dried fruits. 1940. California. Accepted. 

RICHARD M. ALT, A.B., Harvard, 1932; A.M., 1940. Retail price policies and 
sumer. Harvard. 

JEANETTE MARIE AMIDON, A.B., Puget Sound, 1935; A.M., 1937. Marketing of quick 
frozen foods. 1941. Chicago. 

CaRL TRISTAN ARLT, A.B., Colgate, 1933. Intra-state discriminatory barriers to 
1941. Cornell. 

EpwArRD KNox AusTIN, A.B., Alabama, 1925; M.S., Columbia, 1927. Pre-testing 
advertisements. 1943. Columbia. 

FRANCIS BABIONE, B.S., Miami, 1931; M.A., Ohio State, 1932. Economic and marketing 
aspects of functional discounts. 1942. Ohio State. 

HAROLD Bruss BAKER, A.B., Heidelberg, 1931; B.A., Northwestern, 1932. Tobacco mar 
keting codperatives in the Miami Valley, Ohio, 1940. Northwestern. Accepted 

GeorGE A. BALLENTINE, A.B., Colgate, 1922; M.B.A., Harvard, 1924. Quotas 
use in planning and controlling selling activities. 1943. Columbia. 

Ropert D. W. BARTELS, Ph.D., Ohio State, 1941. The development of marketing the 
Accepted. 

Grorce Max BEAL, S.B., Utah State Agricultural; $.M., Wisconsin, 1938. Contractu 
relations between growers and canners in the sale of cash crops. 1942. Wiscomst 

H. Wayne Bittine, B.S., Illinois, 1933; M.S., Iowa State, 1937. The livestock ma 
structure and its relation to price. 1942. Minnesota. 

HorACE BRIGHTBERRY BROWN, JR., B.S.C., Mississippi, 1931; M.B.A. Northwestem 
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The development and present status of the codperative marketing of cotton in the 
ate of Mississippi. 1941. Northwestern. 
K. BryDEN, B. A., Toronto, 1937; Oxford, 1939; M.A., Toronto, 1940. Development 
lesale trade in Toronto. Toronto. 
Hat Coomss, A.B., Amherst, 1937. The causes, nature, and future of the price 
enance movement. 1941. Chicago. 
H ARMOUR CuRTISS, A.B., Wellesley, 1928; A.M., Columbia, 1930. The pro- 
f consumer interests as the ostensible basis for market-restricting legislation. 


¥ 


[w 


ILLE, B.S., 1922; M.A., Ohio State, 1930. Knoxville, Tennessee, as a wholesale 

1941. Ohio State. 

x Eastwoop, Ph.D., Columbia, 1941. The use of qualitative methods in the 
rol of sales. Accepted. (Columbia University Press, 1941.) 

ew, B.S., Ohio State, 1932; M.B.A., 1935. The negro in retailing. 1942. Ohio 


A. Frey, A.B., Wisconsin, 1923; A.M., 1925. Basic market analysis of a selected 
mercial area. 1941. Wisconsin. 
G. HALL, A.B., Western Ontario, 1934. A history o: Marshall Field and Company. 
Chicago 
LEACH HarRIs, A.B., Ohio State, 1914; A.M., 1916. Marketing costs. 1943. 


. HERSON, B.S., College of the City of New York, 1938; M.S., Columbia, 
Factoring. 1943. Columbia. 

p Hess, A.B., Ripon, 1938. A study af the mail order business. 1941. Chicago. 
TER JOHNSON, Ph.D., Ohio State, 1941. Quota setting for wholesale drug houses. 


JOHNSON, B.A., Virginia; M.A. History of marketing legislation in Virginia. 
State 


F. Jones, B.S., Ohio State; M.A., Columbia. Buying policies in the smaller depart- 


1942. Ohio State. 
tes W. Lewis, B.A., Vanderbilt, 1928; M.A., 1929. A measurement of efficiency 
tribution. 1943, Pennsylvania. 
Lewis, B.S., Drexel, 1932; M.B.A., Pennsylvania, 1933. The Philadelphia 
ile market, a study in trading area determination. 1942. Pennsylvania. 
Lites, Jr., S.B., Alabama Polytechnic, 1936; S.M., Illinois, 1937. Problems in 
ting base milk in Alabama. 1942. Wisconsin. 
GDSON, Ph.D., Ohio State, 1940. Interstate barriers to trade. Accepted. 
HRISTIAN LORENTZEN, B.S., Utah Agricultural, 1921; M.A., California, 1923. 
egislation aimed at price regulations and at chain stores, with special emphasis 
| distribution. 1941. Northwestern. 
cas, B.S., Ohio State, 1929; M.B.A., 1935. Cost of operating a mercantile credit 
1942. Ohio State. 
FRANCIS MCMILLEN, B.S., Illinois, 1936; M.S., California, 1937. An economic 
f marketing control programs used in the canning cling peach industry of 
fornia. 1941. California. 
K. MANHART, B.A., Bowling Green State; M.A., Ohio State. Retail credit management 
sOn se studies. 1942. Ohio State. 
Es A. MATTHEWS, B.S., Washington and Lee, 1937; M.A., Virginia, 1939. Fiscal 
5 in interstate commerce, with special reference to oleomargarine. 1941. Virginia. 


£ Louis MEHREN, A.B., California, 1938. An economic analysis of orange marketing 
_ control programs, 1942. California. 
ARRY A. MITCHELL, A.B., Michigan, 1925; M.B.A., 1938. New Orleans as a wholesale 
nter. 1942. Michigan. 
RD Eric Moony, S.B., Rutgers, 1925. An efficiency study of the Platteville (Wiscon- 
1940. Wisconsin. Completed. 
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RICHARD L. Morse, A.B., Wisconsin, 1938. Egg grading practices and consumer egg 
preferences in Iowa—a study of demand of market standards. 1941. lowa State or Chicess 

FRANK HOMER MOssMAN, B.A., Southwestern, 1936; M.B.A., Northwestern, 1938. De. 
velopment and status of grade labeling of canned fruits and vegetables by a nations) 
chain to consumers in Chicago. 1942. Northwestern. 

ALVAN D. OperKIRK, B.S., North Dakota Agricultural, 1926; M.S., Iowa State, 1928 4 
study of frozen and dried eggs as a market outlet for midwest poultry producers, 194; 
Minnesota. 

Cyrit O'DONNELL, B.C., Alberta, 1924; A.M., 1926. Recent trends in the consumption 
of textile fibers with special reference to cotton. 1941. Chicago. 

CARROLL D. PHILLIPS, B.S., Colorado, 1923; M.S.A., Purdue, 1928. The organization of 
the wholesale fruit and vegetable market of Louisville, Kentucky. 1941. Minnesotg 
WARREN CLYDE PRANCE, B.S.A., Georgia, 1938; M.S.A., Georgia, 1939. An analysis 

of spot cotton and cotton textile prices. 1942. Virginia and Virginia Polytechnic Instityse 

Davip ALLEN REVZAN, Ph.B., Chicago, 1930; A.M., 1935. The wholesale price structure 
for oranges with special reference to the Chicago market. 1941. Chicago. 

RALPH W. SHERMAN, B.A., Ohio State, 1929; M.S., Ohio State, 1932. Seasonal fluctu: 
tions in the farm sales of milk. 1943. Ohio State. 

GORDON W. SPRAGUE, Ph.D., Minnesota, 1941. Butter price quotations at Chicago. A 
cepted. 

Epwarp A. STONE, A.B., Michigan, 1936; A.M., 1940. The annual inter-regional balance 
of payments on a county basis. 1942. Michigan. 

RAYBURN DEAN TOuSLEY, B.S., Missouri, 1931; M.A., 1933. Methods of marketing fruits 
and vegetables with their application to Washington apples. 1941. Northwestern 

G. MAXWELL ULE, M.B.A., Chicago, 1937. The statistical allocation of advertising 
appropriations for a durable consumer good. 1941. Chicago. 

HuGH GREGORY WALES, A.B., Washburn, 1932; M.B.A., Harvard, 1934. Kansas Cit 
fruit and vegetable market. 1942. Northwestern. 

Louise D. WALKER, A.B., Smith, 1926; A.M., Chicago, 1930. A history of the Chica 
Association of Commerce. 1941. Chicago. 

WILLIAM NEAL WATERSTREET, S.B., Northwestern, 1931; S.M., Wisconsin, 1932. Flex 
bility in the operation of milk plants. 1942. Wisconsin. 

WILLIAM C, WELDEN, S.B., Alabama Polytechnic, 1930; S.M., North Carolina State, 1934 
The marketing of dairy products in the southern states. Harvard. 

JOHN H. Westinc, A.B., Calvin, 1932; M.B.A., Michigan, 1935. Marketing problem 
in the sugar refining industry. 1942. Michigan. 


Mining; Manufacturing; Construction 


CLARK Lee ALLEN, A.B., McKendree, 1932; A.M., Washington, 1938. Effects of the 
utilization of synthetic fibers upon the organization of the southern textile industy 
1942. Duke. 

RICHARD M. CLEwetT, A.B., Nebraska, 1934. A study of the set-up paper box industry 
of Pennsylvania with particular reference to the elasticity of demand. 1942. Pennsylvania 

FELICIA JOHNSON DeyruP, A.B., Barnard, 1938; A.M., Columbia, 1939. Small ams 
manufacture in the Connecticut valley. 1942. Columbia. 

Roscok RAYMOND GIFFIN, JR., B.S., Illinois, 1936; M.S., 1937. The relation of increasing 
productivity to prices and payments to the production factors in the flour-milling a 
other grain products industry, 1909-1935. 1941. Illinois. 

BELA GOLD, B.S., New York, 1934. The machine-tool industry. 1942. Columbia. 

THEODORE S. HALTEMAN, B.S., Pennsylvania, 1933; M.B.A., 1934. Development an¢ 
finance of the chemical industry. 1942. Pennsylvania. 

ARTHUR HIGHMAN, B.S., Armour Institute of Technology, 1935; M.B.A., Chicago, 1° 
Mobiliziation of the chemical industry for the national defense. 1941. Chicago. 

Mag S. Huettic, A.B., California, 1931. Historical background of the motion pictu 
industry. 1943. Pennsylvania. 
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.m Norris LEONARD, B.A., Virginia, 1936; A.M., Texas, 1938. Economics of 
ircraft production. 1942. Columbia. 
Myer LyNsKY, B.S., Massachusetts State, 1928. The United States sugar industry. 1942. 


WILLI 


a. 
DoNALD FRASER MARTIN, A.B., Davidson, 1929; A.M., North Carolina, 1932. The 
mics of the naval stores industry. 1941. North Carolina. 
TERRILL Mouzon, Ph.D., North Carolina, 1940. Recent developments in the 
southern pulp and paper industries and their economic and social implication. Accepted. 
at J. Rippie, B.S., Drexel, 1933; A.M., Pennsylvania, 1936. Controlling the cost 
f product research and development. 1942. Pennsylvania. 
ruuR M. SowperR, B.S., Idaho, 1925; M.F., Yale, 1935; M.S., Idaho, 1927. Timber 
suirements of the cooperage industry, 1942. American. 


Transportation; Communication; Public Utilities 


) A. BAKER, B.C.S., New York, 1918; B.S., 1930; A.M., Fordham, 1939. Financing 

f public utility enterprise. 1942. Fordham. 

‘gs CyriL DICKSON BLAINE, B. Com., Queens, 1934; M.S., North Carolina, 1939. Air 
senger traffic on the scheduled domestic airlines of the United States, 1935-40. 1942. 
th Carolina. 

p A. Bono, A.B., Michigan, 1938; A.M., 1940. Regulation in operation: problems 
| practices of the Michigan Consolidated Gas Company. 1943. Michigan. 
1M R. BUCKWALTER, Ph.D., Pennsylvania, 1940. Valuation of public utilities in 
Pennsylvania for rate making purposes, 1914-1937. Accepted. 
jaMes WHITNEY BUNTING, B.S., Pennsylvania, 1934; M.A., 1936; M.B.A., 1937. Eco- 
theory and development of railroad distance rate scales. 1942. Pennsylvania. 
» WiLEE BussELL, Ph.D., Ohio State, 1941. The transportation of liquid petroleum 
Accepted. 
1AM F. BUTLER, B.A., Cornell, 1937. Some aspects of the governmental power policy 
Tennessee valley. 1941. Virginia. Accepted. 
; PETER CARSTENSEN, B.A., Ohio State, 1937; B.S., 1937; M.B.A., 1938. Certain 
n ispects of gas rates in Ohio. 1941. Ohio State. 
N Mowsray CRAWFORD, A.B., Reed, 1935. Railroad reorganization with special 
to problems of valuation under the Chandler act. 1942. Cornell. 
e S. CREMER, B.S., New York; M.B.A. Accounting jurisprudence in public utility 
regul 1941. New York. 
RICHARD WILLIAM DitrMer, B.A., Colgate, 1938. The public utility service company. 

1942. Yale 
ER Corr Dixon, A.B., Princeton, 1936; A.M., 1940. The position of the freight for- 
lers in the transportation field. 1941. Princeton. 

/RMAN EMERSON, A.B., Johns Hopkins, 1930; M.B.A., Pennsylvania, 1932. 
roleum transportation, 1942. Pennsylvania. 
LE R. GRUEHR, B.S., Massachusetts Institute of Technology; M.B.A., New York. 
y of the treatment of depreciation in public utility rate making. 1942. New York. 
HARTMAN, B.S., Lehigh, 1928; M.A., 1933. Financial development of the 
Bond and Share Company. 1942, Columbia. 
ce EpGAR HEFFELFINGER, A.B., Ursinus, 1920; M.S., Columbia, 1931. Transporta- 
n and the development of modern China. 1943. Columbia. 
Y WELDON HEWETSON, A.B., Toronto, 1924; A.M., British Columbia, 1925. The 
history of the Canadian National Railway. 1942. Chicago. 
VYVYAN HosBAH, B.S., Pittsburgh, 1931. The legal and economic aspects of 
transit privileges. 1941. Chicago. 
FEDERMAN JONES, A.B., Antioch, 1931; A.M., Nebraska, 1937. The policy 
the federal government and its agencies regarding the integration of power resources 
United States. 1942. Wisconsin. 
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WILLIAM HENRY JOUBERT, B.S., Florida, 1933; M.S., 1935. A history of the Seaboard 
Airline Railway Company. 1942. North Carolina. 

Haro_p KeELso, A.B., Kansas, 1930; A.M., Wisconsin, 1935. Government policy jp 
relation to waterways. 1942. Wisconsin. 

WILLIAM FRANCIS KENNEDY, A.B., Columbia, 1933; A.M., 1936. Regulation of utiljn 
servicing by the Securities and Exchange Commission. 1941. Wisconsin. Completed, 
CLARENCE EUGENE KUHLMAN, A.B., Texas, 1933; A.M., 1933. Municipally owned pubji, 
utilities in North Carolina. North Carolina. Accepted. 
Marion S. Lewis, A.B., Trinity, 1918; A.M., 1921. An evaluation of the holding compan 
abuses alleged in the public utilities act of 1935. 1941. Chicago. 
EZEKIEL LIMMER, B.A., Brown, 1933; M.A., Columbia, 1934. The agricultural exemption; 
from economic regulation of the federal motor carrier act. 1941. American. 
DANIEL Marx, Jr., A.B., Dartmouth, 1929. United States Maritime Commission, 1936.4 

California. 

JOHN TALBOT MASTEN, B:S., Illinois, 1936; M.S., 1937. The Commonwealth and Souther 
Company: a case study in public utility finance. 1942. North Carolina. 

ROLLAND H. MayBEE, A.B., Columbia, 1925; A.M., 1927. Railroad competition and th 
rise of petroleum refining monopoly, 1862-1879. 1942. Columbia. 

JOHN LESTER MILLER, A.B., Pennsylvania, 1925; Ph.M., Wisconsin, 1930. The history of 
the telephone industry as a regulated business in Wisconsin. 1940. Wisconsin. C 
pleted. 

WILLIAM PARDRIDGE. The development of commercial aviation in Latin America. 194! 
Chicago. 

E. B. Potine, B.S., Ohio State, 1937. The motor transportation of livestock in Ohio. 1 
Ohio State. 

CLAUDE E. Purrer, A.B., Washington, 1932; M.A., 1933. Federal regulation of schedule 
air transportation. 1940. Stanford. Accepted. 

JosEPH S. RANSMEIER, A.B., Oberlin, 1936. The theory of multiple-purpose enterprise is 
waterway development with particular reference to the TVA. 1942. Columbia. 

W. C. Riese, B.A., Hardin Simmons, 1927; M.A., Texas, 1931. Discriminatory freis 
rates in the southwest territory. 1942. Texas. 

GEORGE ALEXANDER Scott, B.A., Alberta, 1938; M.B.A., Pennsylvania, 1940. Railr 
reorganization under section 77. 1942. Pennsylvania. 

PAUL B. SIMPSON, B.S., Reed, 1936. Economics of rate making under government ownershi; 
of the railroads. 1942. Cornell. 

FRANCIS AUTEN SPENCER, Ph.D., Princeton, 1931. The control of air mail compensation 
Accepted. 

IRENE M. Spry, B.A., Cambridge, 1928; M.A., Bryn Mawr, 1929. The development of 
electrical power in Canada. Toronto. 

GORDON J. STEINER, B.S., Manhattan, 1933; M.S., Columbia, 1940. New York State regu! 
tion of railroads. 1943. Fordham. 

JosePpH A. YAGER, A.B., Michigan, 1937; LL.B., 1939; A.M., 1940. Public utility integra 
tion under the holding company act. 1944. Michigan. 


Agriculture; Forestry; Fisheries 


FRANK Victor BECK, S.B., Cornell, 1937; S.M., 1938. An economic analysis of the gi 
seed industry. 1943. Wisconsin. 

DEAN W. BLACKBURN, S.B., Arkansas, 1930; S.M., Iowa State, 1931. Land use planning 
in the Mississippi delta. 1942. Wisconsin. 

RAYMOND T. Burpick, B.S., Cornell, 1912; M.S., Colorado State, 1922. A consideration 
of the effect of different combinations of enterprises upon net profits from irrigate: 
farming in nothern Colorado. 1941. Chicago. 

EUGENIO CASTILLO. The banana industry, 1943. Johns Hopkins. 

ROBERT MARION CLAWSON, S.B., Nevada, 1926; S.M., 1929. Economic organization 
range livestock industry of the United States. Harvard. 
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watTteR P. Corron, B.S.A., Tennessee, 1932; M.S., 1933. A study of subsidies to 

agriculture provided by governmental credit agencies. 1942. Minnesota. 

eNN HorACE CRAIG, B.A., Alberta, 1930; M.A., McGill, 1933. Utilization of the arid 

plains of western Canada. Harvard. 

svanpo M. Dauisay, S.B., University of the Philippines, 1937. Supervised credit for 
w-income farm groups in the United States. 1942. Harvard. 

\. M. DauGHERTY, B.S., Texas Agricultural and Mechanical, 1916; M.S., 1925; M.A., 
Harv 1930. Farm mortgage delinquencies. 1942. Pennsylvania. 
nH. Davis, B.S., Iowa, 1928; M.A., Minnesota, 1935. An analysis of the policies 

nsurance companies in the management and resale of foreclosed farms in Iowa since 
20. 1942. Minnesota. 

cLMER A. ENGENE, Ph.D., Minnesota, 1940. An analysis of the relationship of the relative 
aking of management factors to farm earnings. Accepted. 

ApraM W. Epp, B.S., Nebraska, 1933; M.A., 1937. An economic study of the place of 
forage production in the southeast grain and livestock area of Nebraska. 1942. Minnesota. 

nN C. Fowke, B.A., Saskatchewan, 1928; M.A., 1929. Federal aid to agriculture 
n Canada. Washington. 

SyLVESTER M. Frizox, B.C.S., 1931: A.M., 1933, Loyola (Chicago). The development of 
1 pr of agricultural mercantilism in the United States. 1941. California. Accepted. 
rER L. Gappis, B.S., Nebraska, 1916; M.A., 1920. The principles of agricultural real 
tate valuation. American, Accepted. 

; BARNARD GIBBS, B.S., Missouri, 1924; A.M., Columbia, 1930. Tobacco production 
umption in Asia. 1941. Columbia. 
r EDWARD GRAHAM, JR., B.S., Clemson, 1936; M.S., Virginia, 1937. The representa- 
f budgetary analysis in farm management research. 1941. Virginia and Virginia 
echnic Institute. Accepted. 
HAMMOND, A.B., Ohio State, 1935; A.M., 1935; A.M., Harvard, 1937. The cotton 
f this century. 1941. Harvard. 
YUEN HstANG, A.B., Tsing Hua, 1934. Tenure of land in China: a preface to 
na's land problems and policies. 1941. Wisconsin. Completed. 
pr M. JENSEN, A.B., Stanford, 1927; A.M., 1928. The United States winter wheat 
levelopment and economic prospects. 1942. Stanford. 
LATHROP, A.B., Rice, 1930; A.M., Chicago, 1931. The Pugh plantations on 
fourche, Louisiana, 1941. Chicago. 
ENT MACHELL, Jr., B.S., Temple, 1935; A.M., Illinois, 1938. The history, 
ind prospects of codperative farming in the United States, with reference 
to the European and Russian experience. 1942. Illinois. 
iN G. MacLeop, B.A., Saskatchewan, 1927; M.A., 1927. The supply side of the New 
hire milk markets. 1941. Harvard. 
ON McNEELY, S.B., South Dakota, 1933; S.M., 1934. Tenancy in Arkansas. 
Wisconsin. Completed. 
s Gray Mitey, B.S.A., Florida, 1935; M.S.A., 1939. Farm management research 
in the South. 1941. Virginia and Virginia Polytechnic Institute. Accepted. 
1 W. Moomaw, Ph.D., Ohio State, 1941. Farm organization and certain aspects of life 
lepressed class farmers of Broach district, India, 1940. Accepted. 
oop, B.A., Arkansas, 1931; M.S., Minnesota, 1938. Farm organizations for 
land areas in the eastern Ozarks. 1942. Minnesota. 
NCE EDWARD PHILBROOK, A.B., Chicago, 1936. The economics of conservation of 
| resources, 1941. Chicago. 


& 


rocTor, B.S., Kentucky, 1927; M.S., 1930. Factors affecting changes in farm 
tion in a general livestock area in Kentucky, 1926 to 1939. 1942. Minnesota. 
AULDING, B.S., Iowa, 1936; Ph.M., Wisconsin, 1938. Inheritance as a function 
ricultural ladder. 1942. Minnesota. 
EL STERN, B.A., Swarthmore, 1934. Community forests in Pennsylvania. 
yivania, 


UIS UPCHURCH, S.B., Texas Agricultural and Mechanical, 1936; S.M., 1937. 
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Institutional factors of land use adjustments in Coos County, Oregon. 1941. Wisconsjp 
Completed. 

HADLEY VAN VLIET, B.S.A., Saskatchewan, 1934; S.M., 1936. An analysis of agricultura| 
land tenure in Saskatchewan. 1943. Wisconsin. 

EveRETT CARL WEITZELL, S.B., Maryland, 1934; S.M., 1935. The economics of soil cop 
servation in West Virginia. 1942. Wisconsin. 

JoHN W. Wuite, B.S., Arkansas, 1935; M.S., Minnesota, 1939. Economic changes jp 
cotton production from 1929 to 1939 with particular reference to the Pine Bluff are; 
in Arkansas. 1942. Minnesota. 

WILLIAM TATE WHITMAN, A.B., Duke, 1929; A.M., 1933. The potential volume 
employment on forest industries of the Southeast under conditions of optimum utilization 
1942. Duke. 

RAMEY C. WHITNEY, B.S., Nebraska, 1931; M.A., 1936. An economic study of possi 
improvements in farming on the dryland plains of Colorado. 1942. Minnesota. 

THOMAS B. WorsLey, B.S., Virginia, 1933; M.S., 1934. The effect of governmental action 
on cotton prices in the southern states. 1942. Virginia. 

SHU CHIA YANG, B.A., Central Political Institute (Nanking), 1933; M.S., Minnesots 
1939. A study of a satisfactory farm credit system for China: its nature and requirements 
1942. Minnesota. 

MOHAMMED Monin MOHAMMED EL ZALAKI, Ph.D., California, 1940. An analysis of the 
organization of Egyptian agriculture and its influence on national economic and socia 
institutions. Accepted. 


Economic Geography; Regional Planning; Urban 
Land; Housing 


plateau. 1942. Ohio State. 

ELEANOR SAUER BAGLEY, A.B., Mt. Holyoke, 1936; A.M., Columbia, 1937. Feder 
housing administration. 1942. Columbia. 

KENNETH CHARLES BEEDE, B.A., George Washington, 1927; M.B.A., Harvard, 192 
Urban housing, quantitative and qualitative measures of demand and supply in 
housing markets. 1942. American. 

EuNIcE E. BiscHor, A.B., Barnard, 1926; A.M., Columbia, 1927. Labor as a fact 
in industrial location. 1942. Columbia. 

FRANK BourcIN, A.B., Minnesota, 1930; A.M., Claremont, 1932. The history of region 
planning in the United States. 1941. Chicago. 

WiLiaM D. Bryant, B.S., Northwestern; M.S., Northwestern. A city planning objectiy 
1941. New York. Accepted. 

MuUZAFFER MEHMET ERSELCUK, A.B., Robert College (Istanbul), 1938; A.M., Indiana 
1940. Special problems in industrial location. 1942. Indiana. 

MILLARD FAUGHT, A.B., Columbia, 1938; M.S., 1939. The problems of a resort « 
munity—a socio-economic study of Falmouth, Massachusetts. 1941. Columbia 

Howarp NAYLOR FITZHUGH, B.S., Harvard, 1930; M.B.A., 1933. Improved housing ! 
New York City’s middle-class negro families. 1941. Columbia. 

PAUL MICHAEL Grecory, A.B., Union, 1938; A.M., Clark, 1939. Strategic factors affecting 
land utilization in Worcester, Massachusetts, 1900-1940: a study in urban economics 
1942. Clark. 

Lioyp C. HALVORSON, B.S., Minnesota, 1939. The concept of normal value of land for 
appraisal purposes. 1943. Minnesota. 

WILLIAM M. Hoap, A.B., Michigan, 1927; A.M., 1930. Real estate prices: a study 
real estate transfers in Lucas County, Ohio, 1917-1939. 1942. Michigan. 

Louis ALBERT KELLER, B.A., Carroll, 1927; M.B.A., Northwestern, 1928. The utilization 
of land for outdoor recreation: a study of the interrelations of urbanization and outc 
recreation in the Milwaukee area. 1942. Northwestern. 


4 
ALFORD ARCHER, B.S., Columbia, 1935; M.S., 1936. Economic regions of the Appalachian 
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isconsin 5 WLLARD MILLER, B.S., Clarion State Teachers, 1937; M.A., Nebraska, 1939. Economic 
~ oeography of the Bradford-Aliegheny oil field. 1942. Ohio State. 

icultural DonaLp W. O'CONNELL, A.B., Columbia, 1937; A.M., 1938. The scope and applicability 
f the theory of industrial location. 1943. Columbia. 

oil con. WAM K. SCHMELZLE, B.S., Juniata, 1930; M.B.A., Pennsylvania, 1931. The tax factor 
and the localization of industry in the Pacific Coast states. California. 

inges in louN H. StTTERLEY, B.S., Ohio State, 1928; M.S., 1932. The trend in size of farm in 

uff ares io. 1943. Ohio State. 

FraNK HUGH SPARKS, A.B., Butler, 1935; A.M., California, 1937. The location of industry ; 
lume of an analysis of some of the factors which have affected the location of industry in the 
‘lization ten southern counties of California. 1941. California. Accepted. 

WINFIELD LYLE WILLHITE, B.S., Lewis Institute, 1936; M.S., Illinois, 1937. The impact 
possible f oil development on an Illinois community. 1941. Illinois. 


al action 
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innesota loHN C. ADAMS, Ph.D., Chicago, 1940. Pre-judicial settlement of collective labor conflicts 
Remeats inder the Italian corporate system. Accepted. 
a J. AHEARN, A.B., Fordham, 1930; LL.B., 1933; J.S.D., New York, 1934. Wages, 
IS OF the 1933-1937. 1942. Columbia. 
id social WARREN JOHN BAKER, S.B., Illinois, 1929; S.M., California, 1933. Labor relations 
egislation and trade unionism. 1943. Wisconsin, 
AprAM BERGSON, Ph.D., Harvard, 1940. Wage variations among industrial workers in 
the Soviet Union: a study in socialist economics. Accepted. 
FRIEDRICH BERTRAM, A.B., Chicago, 1935; A.M., 1936. Labor relations in the 
e Valley Authority. 1941. Chicago. 
BoLes, Jr., A.B., Southwestern, 1932; A.M., Vanderbilt, 1933. The fair 
ndards act, with emphasis on certain regional aspects. 1939. Vanderbilt. 
s C. BOONE, B.A., Birmingham, 1916; A.M., 1917. The women’s trade union league 
t Britain and the United States. Columbia. Accepted. 
1n O. BowMAN, B.S., Purdue, 1933; M.S., 1934. Public control of labor relations: a 
f the National Labor Relations Board. 1941. Michigan. 
) BRAZEAL, A.B., Morehouse, 1927; A.M., Columbia, 1928. Origin and develop- 
the Brotherhood of Sleeping Car Porters. 1942. Columbia. 
ENT IGNATIUS BREEN, A.B., St. Patrick’s Seminary, 1932. The United States 
tion service and the rdle of the federal conciliator. Catholic. 
LES T. BRODERICK, B.A., Fordham, 1932; M.A., 1940. Systematic approach to wage- 
letermination. 1943. Fordham. 
ALTON BrowN, A.B., West Texas Teachers, 1935; A.M., Texas, 1938. Some 
and social effects of the fair standards act in North Carolina. 1942. North 


BRowN, Ph.D., Harvard, 1940. Collective bargaining in the leather industry, 
v1 | reference to Massachusetts. Harvard. Accepted. 
ETT JOHNSON BurtrT, Jr., A.B., Berea, 1935; A.M., Duke, 1937. Collective bargain- 
ng the paper and pulp workers in Maine. 1942. Duke. 
rT Ceci Carr, B.A., Iowa State, 1937; M.A., 1938. Economic analysis of employ- 
nd unemployment of agricultural labor in Champaign, Piatt and Douglas Counties. 


{FS EDWARD CHACE, Jr., A.B., Amherst, 1923; M.B.A., Harvard, 1925. Industrial 
s in Florida. 1941. Chicago. 
HAMBERLAIN, A.B., 1938; A.M., Western Reserve, 1939. Collective bargaining 
lure. 1942. Ohio State. 
NSE H. CLEMENS, Ph.D., St. Louis, 1941. (Field of labor and industrial relations.) 
_ 5t. Louis. Completed. 
RAYMOND R. Cotton, B.S., College of the City of New York, 1931; M.A., Columbia, 


32. Management and the national labor relations act. 1942. Columbia. 
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ROBERT SANFORD CORNISH, A.B., Yale, 1916; A.M., Columbia, 1924. A critical review 
of the fair labor standards act. 1941. Pittsburgh. 

REV. BERNARD CORNELIUS CRONIN, A.B., St. Patrick’s Seminary, 1936. Peter C Yorke 
and the labor movement in San Francisco, 1900-10. Catholic. 

STANLEY CROOK, A.B., California, 1936. The right to work as a property right. Californj, 

LUCIEN SIMINGTON CurTIs, A.B., Howard, 1916; A.B., Harvard, 1919; A.M., Columbi, 
1925. A critical examination of criteria for determining the salaries of teachers. 194) 
Chicago. 

FRANCIS STEPHEN Doopy, A.B., Tufts, 1938; A.M., Harvard, 1940. Labor relations in the 
paper industry in Massachusetts, Connecticut and New Hampshire. Harvard. 

James S. DUESENBERRY, A.B., Michigan, 1939. Wages in the automobile industry, 1944 
Michigan. 

GERALD JOHN FISCHER, A.B., Rutgers, 1939. A study of the cyclical behavior of labo; 
productivity and unit labor cost in selected American industries. 1943. Princeton. 

ELBERT Courts FLorA, A.B., North Dakota State Teachers, 1932; M.B.A., Chicago, 194 
Recent developments toward a more effective employment market. 1941. Chicago, 

JosePpH GLATT, Licencie, Brussels, 1934 and 1937. The labor situation in Palestine. 1943 
Columbia. 

JONATHAN GROSSMAN, B.S.S., College of the City of New York, 1936; A.M., Columbi: 
1937. Sylvis and the labor movement. 1942. Columbia. 

LANGSTON THACKER HAWLEY, B.S., Alabama, 1932; M.S., 1933. Wage classification an 
compensation plans. 1942. North Carolina. 

JAMES CHRISTIAN HILL, A.B., Swarthmore, 1935. Emergence of an agricultural lab 
problem; with special reference to the cotton labor situation. 1941. Columbia. 

SAMUEL E. Hitt, Ph.D., Harvard, 1940. Collective bargaining by the teamsters’ union in 
the over-the-road trucking industry of New England. Accepted. 

RANDALL WESTON HINSHAW, A.B., Occidental, 1937; A.M., 1939. Wages and employ 
ment. 1942. Princeton. 

Rev, CHARLES Epwarp HoGaNn, A.B., St. Mary’s Seminary, 1930. Collective bargaining 
in steel. Catholic. 

Puitip L. Howe, B.A., Pennsylvania, 1934. Economic consequences of the closed shop 
1941. Pennsylvania. 

Howarp L, Hurwitz, A.B., Brooklyn, 1936; A.M., Columbia, 1937. Theodore Roosevelt 
and labor. 1942. Columbia. 

STUART M. JAMIESON, A.B., British Columbia, 1932; M.A., McGill, 1938. History 
agricultural labor organization in California. California. 

FINN BjyoRN JENSEN, A.B., California, 1934; A.M., 1935. Legislative machinery {or 
controlling labor disputes in Norway. 1940. California. Accepted. 

Howarp STANLEY KALTENBORN, A.B., Nebraska, 1937; A.M., 1938. Mediation in ! 
disputes. 1942. Wisconsin. 

VAN DusEeN KENNEDY, A.B., Swarthmore, 1935. Some aspects of union participation 10 
wage incentive methods. 1942. Columbia. 

CHARLES E. KILLEEN, A.B., St. Norbert; A.M., Wisconsin, 1933. John Siney and car 
unionism amongst coal miners. 1942. Wisconsin. 

CHARLES CLINTON KILLINGSWORTH, A.B., Southwest Missouri State Teachers, 1938; A.M 
Oklahoma Agricultural and Mechanical, 1939. State labor relations legislation. 194- 
Wisconsin. 

Puiuip T. KiNG, A.B., Richmond, 1938. The seniority principle and the railway brother 
hoods. 1941. Johns Hopkins. 

Mary KLEMM, A.B., Oregon, 1930. A.M., Wisconsin, 1940. Company and indepencea! 
unionism. 1942. Wisconsin. 

THOMAs ANSON KNOWLTON, A.B., Maine, 1933; A.M., 1934. Railroad labor unions a¢ 
the contraction of job opportunity—a study in union behavior, 1940. Wsseon 
Completed. 

ROBERT JOHN LANopRY, A.B., Amherst, 1935; A.M., Cornell, 1937. Employment oppor 
ties as affected by cyclical and secular change in the automobile industry. 1941. © 
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| review tnwarp R. LIVERNASH, A.B., Colorado, 1932; A.M., Tufts, 1934. An analysis of job 
are uation procedures, 1941. Harvard. 

~ Yorke tacop LOFT, B.S., College of the City of New York, 1937; A.M., Columbia, 1938. Labor 
a the printing trades, 1900-1939. 1942. Columbia. 

Nifornia foun LOMBARDI, B.S., College of the City of New York, 1919; A.M., Columbia, 1935. 

olumbia 4 history of the Department of Labor from its origin. 1942. Columbia. 

S. 1942 Moses LUKACZER, A.B., Columbia, 1932; A.M., 1935. The genesis and application of 
the doctrine of prevailing wages. 1942. Columbia. 

1s in the ArTHUR EDWARD MACE, Jr., A.B., Amherst, 1938, Economics of wage differentials. 1941. 
Citas 

y. 1944 FRANK ANTHONY MANCINA, A.B., Chicago, 1936; M.B.A., 1938. The labor philosophy of 
the Catholic church. 1941. Chicago. 

of labor Nem. McKeLiar, B.Com., British Columbia, 1932; A.B., 1936. Control by organized 


bor of job opportunities. California. 
NE LESLIE MCNAUGHTON, B.S., Illinois, 1927; M.S., Columbia, 1935. Development 
f labor relations law. Columbia. Accepted. (Published by American Council on Public 
Affairs, Washington, D.C., 1941.) 
peric Meyers, A.B., North Carolina, 1938; A.M., 1939. The economic philosophy 
f organized labor. 1941. North Carolina. 
Maurice P. MOFFATT, B.S., Pennsylvania Teachers, 1934; A.M., Pennsylvania State, 1935. 
Collective bargaining in the northern anthracite fieid of Pennsylvania. 1942. Columbia. 
Oris E. MULLIKEN, A.B., Harvard, 1928; A.M., 1934. The Massachusetts board of con- 
n and arbitration. 1942, Harvard. 
ip C. NEWMAN, A.B., Columbia, 1938; A.M., 1940. The labor legislation of New 
Jersey. Columbia. Accepted. 
: eLL A. Nixon, Ph.D., Harvard, 1940. The problem of employability. Accepted. 
employ LAWRENCE PALMINTERI, A.B., New York, 1924; A.M., 1925. The organization of agri- 
iltural labor in the United States. 1942. Columbia. 
irgaining Kurt PETSCHEK, Dr. Jur., Vienna, 1936; A.M., Harvard, 1940. The economics of industry- 
lective bargaining. 1942, Harvard. 
FraNK C, PrersON, A.B., Swarthmore, 1934. The problem of union responsibility: a study 
f the violations of union contracts. Columbia. Accepted. 
lupp PoLkK, A.B., Michigan, 1935; LL.B., 1935. Public control of wages. 1943. Michigan. 
x D. PoLLARD, Ph.D., Harvard, 1940. Some problems of democracy in the govern- 
labor unions, with special reference to the United Mine Workers of America 
1¢ United Automobile Workers of America. Accepted. 
E S. Quick, A.B., Michigan, 1938; A.M., 1939. The historical development of labor 
Paulo, Brazil, with emphasis on the period since the abolition of slavery in 1888. 
RENSHAW RoserTs, S.B., Boston, 1933; A.M., Harvard, 1940. The Independent 
Textile Union of America. 1941. Harvard. 
k Ross, A.B., Harvard, 1937. Agricultural labor and the law: special reference to 
| labor legislation. California. 
EDWARD SCHWARTZTRAUBER, A.B., Miami, 1912; A.M., Columbia, 1913. Workers’ 
a Wisconsin experiment. 1941. Wisconsin. Completed. 
HISTER, Lic, Es-Sciences Commerciales, Montreal, P.Q., 1939; A.M., Harvard, 
le union wage policy in prosperity and depression. Harvard. 
ENDORF, A.B., New Jersey College for Women, 1939; A.M., Wisconsin, 1940. 
in public employment. 1943. Wisconsin. 
BERT SNIDER, A.B., Harvard, 1933; M.B.A., 1934. The management functions of labor 
n case study in employee-employer coéperation. 1941. Columbia. 
RONG, Ph.B., Grinnell, 1909; A.M., Wisconsin, 1912. The Amalgamated Cloth- 
! rkers. Columbia. Accepted. (Herald Register Publishing Company, Grinnell, 
OBERT TANNENBAUM, A.B., Chicago, 1937; M.B.A., 1938. A study of collective bargaining 
he meat packing industry. 1941. Chicago. 
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Rev. JEROME Leo Toner, O.S.B., A.B., Washington, 1931; A.M., Catholic, 1935 The 
closed shop in American labor movement. Catholic. Completed. 

WILLIAM J. TRENT, A.B., Livingston, 1930. Occupational characteristics of white-.co| 7 
workers among negroes. 1942. Pennsylvania. . 

Puitip H. Trezisz, A.B., Michigan, 1937; A.M., 1939. Union-management codperatiog 
1944, Michigan. 

SAMUEL ENDERS WARREN, A.B., Allegheny, 1925; A.M., Wisconsin, 1929. Unionism an; 
the negro workers. 1942. Wisconsin. ' 

CONSTANCE WILLIAMS, A.B., Vassar, 1930; M.S., Simmons, 1931. Some recent employ. 
ment programs in four Massachusetts cities. 1941. Chicago. 

JOHN ADDISON WOLFARD, A.B., Washington, 1926; A.M., 1937. Stabilization of earnings 
and employment. 1942. Wisconsin. , 

RICHARD HARVEY Woop, A.B., Princeton, 1930. Profit sharing. 1942. Princeton. 

THOMAS WILMONT Woop, B.S., Alabama, 1929; A.M., 1930. The contribution 
Frederick W. Taylor to scientific personnel management. North Carolina. Accepted 


Social Insurance; Relief; Pensions; Public Welfare 


SAM ARNOLD, B.S., 1935; M.B.A., Ohio State, 1937. The applicability of experienc 
rating in unemployment insurance to the objectives of employment stabilization. 194 
Ohio State. 

WILLIAM BL Loom, A.B., Indiana, 1938; M.S., Iowa State, 1939. Partial unemploymen 
benefits in the coal mining industry of Colorado. 1941. Colorado. 

HENRY GAVENS, B.C.S., New York; M.C.S. Relationship between death rates and 
penditures for health. 1942. New York. 

EDWARD JOHN KELLY, Ph.D., Stanford, 1941. A case study of hospital costs. 1941. Stanford 
Accepted. 

James RicHArD KELLy, A.B., Stanford, 1936. The significance of various social securit 
policies with regard to credit control. 1942. Stanford. 

HILDA KESSLER GILBERT, A.B., California, 1936; A.M., 1938. The réle of public employ- 
ment offices in relation to employment security. 1942. Wisconsin. 

HARRIET GOLDBERG, LL.B., Minnesota, 1930. Support for relatives in public assistance 
1941. Bryn Mawr. 

BEATRICE GOMBERG, A.B., Brooklyn; A.M., Columbia. The war and economic insecurit 
in Great Britain. 1942. Columbia. 

ROGER S. HAMILTON, Ph.D., Harvard, 1940. Twenty-five years of workmen's compensat 
in Massachusetts. Accepted. 

CHARLES VINCENT Kipp, A.B., Princeton, 1935; A.M., 1937. Employer experience rating in 
unemployment insurance. 1942. Princeton. 

ANASTASIA LEIGHTIZER, B.A., St. Francis Xavier University, 1938; M.A., Clark, 1% 
The food stamp plan and its significance for the problems of supply-demand adjustments 
1943. Fordham. 

HENRIETTA LIEBMAN, A.B., Cornell, 1932; A.M., Columbia, 1933. Relief and changes 0 
national income. 1943. Columbia. 

HELEN Spitz Martz, A.B., 1938; M.S.W., Pennsylvania School of Social Work, 19° 
County boards of assistance in Pennsylvania, 1939-40. 1942. Bryn Mawr. 

TAULMAN A. MILLER, B.A., Amherst, 1931; M.A., Yale, 1934. The economic effects 0! 
the operation of merit rating in Indiana. 1942. Yale. 

JAMES STRONG ParKER, A.B., Beloit, 1922; B.A.M., Northwestern, 1928. E 
principles and policies of financial reserves in social security legislation. 1940. Wsscon 
Completed. 

ELIZABETH COMER Rar’, A.B., Bryn Mawr, 1925; M.A., Bryn Mawr, 1938. The histo 
of welfare with colore | children in the Philadelphia area; a study of changing conccp® 

1942. Bryn Mawr. 

WILLIAM B. SHAFFER, A.B., Pennsylvania, 1927. Economic implications of the use 
reserve principle in financing old age and survivors’ insurance. 1942. Ohio Stat 
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(fs M. SILBERMAN, A.B., Wisconsin, 1938. History of unemployment compensation in 
the United States. 1943. Wisconsin. 
NG SWERDLOW, A.B., The N.Y.A. as an agency for social security. 1942. Wisconsin. 


Consumption; Income Distribution; Codperation 


BLANCHE BERNSTEIN, A.B., Hunter, 1933; A.M., Columbia, 1936. The pattern of con- 
sumer debt, 1935-36: a statistical analysis. 1940. Columbia. Accepted. (National Industrial 
Conrerence Board.) 

NALD F. BLANKERTZ, A.B., Michigan, 1934; M.B.A., 1935. The economic significance 
codperative organization. 1942. Michigan. 

LENNARD GILBERT BRYNGELSSON, B.S., Knox, 1924; M.B.A., Northwestern, 1931. A 
survey of consumer codperatives in the United States. Columbia. Accepted. 

MarY MAZEPPA CRAWFORD, A.B., Wellesley, 1922; A.M., Columbia, 1930. A study of 

it expenditures, Columbia. 
V. EMELIANOFF, Magister of Agricultural Economics, The Russian University of 
_ 1924. Economic theory of coéperation. Columbia. Accepted. 
owe L. LARSON, S.B., South Dakota State, 1934; S.M., 1934. The analysis of operations 
jperative elevators in Oklahoma. 1942. Wisconsin. 
sSIA LEIGHTIZER, B.A., St. Francis Xavier University, 1938; M.A., Clark, 1940. 
d stamp and its significance for the problems of supply-demand adjustments. 
3. Fordham. 
M. LERNER, A.B., Wisconsin, 1936; A.M., 1938. Geographic distribution of 
n Wisconsin. 1942. Wisconsin. 
HELEN Murray, A.B., Vassar, 1926; A.M., Stanford, 1930. A study of family 
jitures in terms of income elasticities. 1941. Chicago. 
J. O'CONNOR, A.B., Syracuse, 1933; A.M., 1937. The consumer under the 
1ited States Food Administration. 1942. Columbia. 
AARON PECHMAN, S.B., College of City of New York, 1937. The distribution and 
f income in Wisconsin. 1941. Wisconsin. 
ITER, A.B., Vassar, 1933. Federal protection of the consumer. 1941. Johns 


SCHIRBER, Ph.D., Harvard, 1940. The codperative movement of Antigonish, 
tia, Accepted. 
RENSON, Ph.D., Radcliffe, 1941. An economic interpretation of the consumer 
nt. Accepted. 
HAROLD STACKHOUSE, B.S., Indiana, 1930; M.B.A., Northwestern, 1937. A 
asure of salary and wage income. 1942. Northwestern. 
TURNER, A.B., Swarthmore, 1930. Case studies of consumers’ codperatives. 
Columbia. Accepted. (Columbia Studies in History, Economics, and Public Law, 
N 181.) 
ioRACE HANSON WASHBURN, B.S.C., Wyoming, 1930. Codperative credit for the con- 
Wisconsin. 
1RK WENTWORTH, Ph.B., Chicago, 1920; M.A., 1922. Living conditions of 
families on an Hawaiian sugar plantation: a detailed analysis of incomes and 
Washington University. Completed. 


Population; Migration; Vital Statistics 


RECHT, B.S., Carnegie Institute of Technology, 1929; A.M., Pittsburgh, 1934. 
tion to Malthus’ essay on population. 1941. Chicago. 
DE J. CorpERO, A.B., Puerto Rico, 1927; A.M., Columbia, 1928. The problem of 
ition im Puerto Rico. 1941. Columbia. 
DY HARRISON. B.S., Ursiaus, 1929; A.M., Duke, 1933. A survey of English 
theory, 1800-1860. 1940. Duke. Accepted. % 
D MuNiER, A.B., California, 1931. Occupational groups in American practice. 
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ACADEMIC VACANCIES AND APPLICATIONS 


The Association is glad to render service to applicants who wish to make known 
their availability for teaching positions in the field of economics and to administra. 
tive officers of colleges and universities who are seeking to fill vacancies in this field 

The officers of the Association take no responsibility for making a selection among 
the applicants or following up the results. The Secretary's Office will merely afford 
a central point for clearing inquiries; and the Review will publish in this section brief 
descriptions of vacancies announced and of applications made. It is optional with 
rset by submitting such announcements to publish name and address or to use a key 
number. 

Communications should be addressed to: The Secretary, American Economic As- 
sociation, Northwestern University, Evanston, Illinois. 


Vacancies 


Wanted: A man between the ages of 28 and 35, Ph.D., school of commerce training, 
for an educational, administrative position. Prefer man with good personality, some 
practical business experience, and ability to do popular business writing. Give full 
information on training, experience, and salary desired. P101 


Teachers Available 


Public control of business, transportation, public utilities: Man, 37, married, Ph.D., 
1931, Harvard. Thirteen years of teaching experience in universities and colleges. 
Numerous publications in economic and legal periodicals; price control research in 
progress. Employed, but desires professional advancement. E105 


Consumption, theory, principles, social reforms: Man, 38, married, Ph.D., Illinois. 
Eight years of college teaching; 7 years of industrial experience; 1 year of social 
work. Employed, but desires change to college or university offering some oppor- 
tunity for specialization and research, but where good teaching is given preference 
to research, preferably North Central or East. Can arrange immediate change if neces- 
sary. E127 


Labor, theory: Man, 39, completing Ph.D. Has business experience and 10 years of 
college teaching. Now employed in an Eastern college. E128 


History and theory of capitalism (Sombart's type of work), history of economic 
thought, economic history, introductory economics, agricultural economics: Man, 36, 
M.Agr., 1926, Prussian College of Agriculture, Berlin; Ph.D., 1937, Columbia. Years 
of experience in research work, farm management, and business enterprise; 2 years 
of educational and vocational guidance and teaching of economics in secondary schools 
and in adult education. References. E129 


Money and banking, international economics and finance: Man, 46, married, J.D., 
1920, Vienna, Austria. Wide experience in practical banking, teaching, and research. 
Now employed in New York but desires position with greater financial and academic 
opportunities. E138 


Public regulation and control, taxation and public finance, corporation finance, theory: 
Man, married, Ph.D., Cornell. Several years of college teaching ; also research, analysis, 
and writing for federal government, on which type of work he is now engaged. Broad 
training and interests. Available on short notice. E145 


Economic theory and history of economics, money and banking, international eto- 
nomics and finance, public finance: Man, 37, M.B.A., M.A., New York; completed 
requirements for Ph.D. Two and one-half years of experience in research in interna- 
tional finance and economics; 6 years of college teaching. Collaborated on govern- 
mental studies. E149 


General economics, international economics, history of economic thought, economit 
history: Man, 36, married. Undergraduate work in Belgian University; command 0 
several languages. M.A., 1929, Chicago; Ph.D., Northwestern, 1941. Four years 
of part-time teaching in large Midwestern university. Available now. Desires full- 


time teaching position. E15i 


Please Mention Turk AMERICAN Economic Review When Writing to Advertisers 
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